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In the banking sector of the Indian economy the urban 
co-operative banks occupy strategic position and have 
played a vital role not only in meeting the consumption 
requirement of lower-income group of men but also 
increasing the industrial production and strengthening the 
base of infra-structure facility in urban and semi-urban 
areas by providing the basic key inputs. The urban co-
operative banks are basically institution of such persons 
belonging to the lower class by the persons of the lower 
class and for the persons of the lower class. Urban co-
operative banks were set-up with the avowed objective of 
promoting sustainable banking practices amongst a 
relatively specific target clientele viz. , the middle income 
strata of the urban population. The UCBs were brought 
under the regulatory ambit of the Banking Regulation Act 
1949 effective from March 1, 1966. At the end of June 
2000, 2084 PCBs were functioning in the country with 
3768 branches outlets including 91 salary earners ' banks 
117 Mahila Banks and 51 schedule urban co-operative 
banks spread all over the country. Their total deposits 
aggregated to Rs. 71703 crore and outstanding loans 
accounted for Rs. 45,857 crore with working capital of Rs. 
91,458 crore. Their priority sector deployment is around 63 
percent and operational efficiency was 84%. The NPA 
levels were at 11 percent of their aggregate advances and 
there are 242 weak banks. The level of computerisation is 
around 31 percent. 
It has been revealed by the fact that the performance 
of urban co-operative banking sector as a whole has 
attracted considerable attention in the recent years 
specially in the context of on going phase of financial 
sector reforms compared to their rural counter parts . The 
primary (urban) co-operative bank (PCBs), which operate 
in the semi-urban and urban areas, have posted better 
performance. Though, by and large the performance of 
urban banking system appears to be fairly well with that of 
the schedule commercial banks in few matters, i.e., in 
recovery of loans customers' services etc. 
Urban co-operative banks, which are not included in 
the second schedule of RBI has faced several problems. 
Non-schedule UCBs are not eligible for refinance and 
remittance facilities scheme of the RBI. These banks are 
not in a position to accept deposits from local bodies, 
quasi-government organisations and religious and 
charitable insti tutions. These banks can not issue 
guarantees to state and central government departments in 
favour of their clients. It cannot issue cheques/pay orders 
for the settlement of dues of the client of the bank in 
favour of public sector organisation. 
In the case of urban co-operative banks, the financial 
sector reforms have thrown up a lot of challenges besides 
giving them excellent opportunities for growth. Accent on 
transparency, both in accounting and in operation, capital 
adequacy and provisioning norms, freeing of interest rate 
etc. , have forced all the public sector banks to shift their 
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priorit ies and lay more emphasis on the profitabili ty, 
efficiency, customer service, organisational restructuring, 
employee productivity etc. In these stage urban banks has 
faced stiff competition from nationalised banks, 
commercial banks, foreign banks, private banks, private 
financing agencies and moneylenders. Those who are 
standing on the same platform where urban banks were 
operating their business in the new liberal economic policy 
of central government and RBI, the UCBs have lost many 
privileges and concessions that they enjoy in the past. 
Hence, in future they have to compete on their own 
strength. Their future depends upon their capability to 
provide better services in terms of variety, quality and 
cost. 
The urban co-operative banking movement in India, 
which had its origin in the year 1889, has shown 
significant progress. The growth of the movement is 
marked by three landmarks, first is the extension of 
Banking Regulation Act 1949 to the co-operative banks in 
March 1, 1966, second is the appointment of the committee 
of urban co-operative banks, i.e., (Madhavdas Committee 
in 1974) and third is the appointment of High Power 
Committee on urban cooperative banks. The extension of 
BRA paved the way for the healthy growth of the 
movement bringing about the financial discipline and 
control. 
The inclusion of urban co-operati /e bank in the 
second schedule of RBI Act, 1934 on IS' ' ' August 1988 was 
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regarded as the date of red-letter day in the history of 
urban co-operative banking movement. 
The beginning of the urban co-operative credit 
societies movement in Rajasthan was made in 1919 with 
the establishment of Ajmer Credit Societies and Annual X-
Mas Co-operative Society in Ajmer-Marwara for the year 
ending June 1920. However, the first UCB was established 
on IS''^ April 1959, named as the Urban Co-operative Bank 
Ltd, Jaipur. A decade ago, there were 12 urban co-
operative banks and 3-salary earner 's societies, since then 
rapid changes have taken place. At the end of June 2001 , 
number of UCBs including salary earner's societies rose to 
41 including 6 Mahila urban co-operative banks. If we 
study the growth of UCBs in Rajasthan in respect of the 
number of banks, owned capital, deposits, loan outstanding 
and working etc. , it will be seen that the progress of urban 
co-operative banks in the state is not praise-worthy as 
compared to other states like Maharashtra, Gujarat, 
Karnataka, and Tamil Nadu. However, there is imbalance 
in the development of urban banks in the country as well 
as in Rajasthan. 
If the present trend of growth is improved by the 
UCBs, one can expect that the weaker sections of the 
people, who are their main clientele, will be benefited 
much. Thus, the banks are poised to play an important and 
effective role in achieving the objectives of economic 
plan. 
The various services provided by the urban co-
operative banks are to attract deposits from members as 
well as non-members, to advance loans to members as well 
as non-members, to act as an agent for the joint purchase 
of domestic and other requirement of the customers to 
undertake collection of bills, accepted or endorsed by the 
customers to provide other facilities as provided by the 
commercial banks. But a large number of UCBs render 
only a few of the services. None of these banks offer 
services like non-residential account operation, trade 
introduction, arranging of investments, and execution of 
trustee services. Some of these services require technical 
know-how and, therefore, experienced persons in that field 
must be hired. Moreover, the volume of transactions may 
not be sufficient to cover the large overhead charges. 
Therefore, the urban banks by their nature cannot offer 
such services. Thus, it is seen that the range of services 
rendered by the urban co-operative banks is limited and it 
reduces their capacity to compete with the commercial 
banks. 
Bank has integrated the components of marketing into 
its operation since 1950s when it introduced itself to its 
customer through advertisement. Later on banks started 
expanding their area of operation by opening more 
branches during 1970s, which is known as market 
development and market penetration. During 1980s banks 
developed different kind of ancillary services, which is 
known as the product development. In 1990s the scenario 
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of banking business has totally changed in order to bring 
efficiency, accountability and high degree of customer 
services. The adapting of marketing strategy gives the 
bank a competitive edge over its competitors and also 
forces them to think for future. A good marketing of 
banking service is the proper combination of six 
ingredients in the background of business environments 
and organisational objectives. The six mix of marketing 
are used to attract more and more customers. These mixes 
(techniques) are product, price, place, promotion, people 
and procedures. 
The urban banks in Rajasthan in general have not 
used effectively any of the six techniques outlined above. 
In fact, a proper mix of the above techniques would have 
yielded better results. The main reason for the failure of 
urban banks in this respect is the absence of plans. None of 
the banks has any plan for the deposit mobilisation. In the 
absence of plans, the banks have not set any goals or target 
for the deposit mobilisation. Consequently, they do not 
feel the necessity for any of the above techniques. They 
were largely satisfied with the deposits that were made to 
the banks out of the individual efforts of the customers. In 
other words, the banks were satisfied with their limited 
operation. In a highly competitive field of banking, this 
approach may ultimately land the urban banks in 
stagnation and in the long run, the banks may face various 
problems. 
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Therefore, it is suggested that the urban banks initiate 
steps to prepare both short-term and long-term plans for 
the deposit mobilisation. Such an exercise should be on a 
rational basis taking into account the local environment, 
past achievements, the potentialit ies of the locality, the 
experience, expertise and willing cooperation of the staff, 
the competition from the commercial banks, and the cost of 
such operations. 
Our analysis reveals that the UCBs in Rajasthan have 
lagged much behind in the field of deposit mobilisation as 
compared to the all India level. They are supposed to 
strengthen their position by mobilising more deposits . In 
respect of deposit mobilisation in small towns, which have 
the status of Municipality, is analysed. It reveals that the 
UCBs in Rajasthan have established more offices in big 
cities like Jaipur, Jodhpur, Udaipur, and Kota. Urban Co-
operative Banks of these cities are able to mobilise 
adequate deposits as compared to other towns. However, 
the credit-deposit ratio in these big cities is yet low. It is 
because of high borrowing rate and hesitation among the 
UCBs to provide loans and search for more and more 
secured field for the loans and advances. 
It also indicates that the deposits of the state in 
comparison to other well-developed states of the country 
are rather small. The district-wise analysis of the data 
shows that the percentage distribution of deposits was 
much higher as compared to the percentage distribution of 
the population in these districts. In other districts although 
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the percentage distribution of population was quite high, 
but the percentage distribution of deposits was quite low. 
It is seen that the activities of UCBs in the state is 
quite high in the developed districts and it is confined to a 
few bigger towns only. There are seven districts where 
there are no UCBs, nor they have any office at all. It, 
therefore seems that the development of UCBs in the state 
was totally inadequate and imbalance. 
In a nutshell it can be concluded that as compared to 
the all India level, bank-wise and branch-wise deposits in 
Rajasthan is quite low but the growth rate of deposits is 
high as compared to the previous year. This indicates the 
variation in the trend of deposit mobilisation. Yet, it lags 
behind some of the developed states. It has also been 
observed that the inter-dis tr ic ts ' disparity still exists, 
which can be reduced by opening more branches. 
In addition, there is not much difference between the 
problems of urban co-operative banks of Rajasthan and 
those of the urban co-operative banks of other states. 
However, there were some differences between the 
problems of UCBs faced in Rajasthan and those of the 
other states. The following were the specific problems 
faced by the UCBs in Rajasthan. These can be broadly 
classified as structural, organisational or managerial , 
financial, physical, and others. 
The UCBs in Rajasthan have tried to provide 
maximum services to their members as well as to the non-
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members. However, in the case of few banks, it was 
difficult to find a proper borrower who can utilise the 
loans for the productive purposes and self-employment. 
These banks whose members are spread over some of the 
urban or rural areas, it was difficult to find the borrowers 
who may utilise the loans for the productive investment 
purposes. 
Also, these banks were facing some of the physical 
problems such as lack of adequate office premises and the 
location. Again, they were facing the problem of staff 
turnover. It was due to the low salary scales for them and 
better prospects available elsewhere in other fields. 
Thus, due to their limited earnings and low salary 
there was a lack of well experienced managerial staff 
members, as a result of which most of these UCBs could 
not find competent people for their organisations. 
On the basis of the study made so far it appears that 
the growth of such UCBs on the whole has been 
satisfactory to certain extent. However, in Rajasthan, the 
growth of UCBs, services provided and their marketing 
strategies have not been satisfactory, though there were 
imbalance in the various factors. The working of UCBs in 
the metropolitan, urban and semi-urban areas is not the 
ultimate goal. It is only the viabili ty, which should be 
judged on the basis of deposits, is much more significant. 
It is therefore, essential that the UCBs should take special 
measures for the mobilisation of deposits in rural and 
semi-urban areas. In addition, the UCBs are required to 
take more initiative to publicity, door-to-door campaign, 
extension programme, and attractive schemes for collecting 
the savings of small entrepreneurs, small art isans, 
businessman, factory workers, salaried class as well as 
other self-employed persons. It is, therefore, quite 
essential to dispense credit among such people by the 
UCBs even in the beginning. This will help in the 
development of saving habits among these people in rural 
and semi-urban areas. It is also essential to popularise the 
deposits schemes in rural and semi-urban areas among the 
poor and middle-class people. The primary consideration 
of banks should not be credit-worthiness of the party, but 
rather it should be the attractive schemes and the security 
offered by them. The UCBs should also increase their 
credit deposit ratio in their field of operation. 
In order to fasten the economic development of small 
entrepreneur, businessman, factory workers, salary earners, 
self-employed persons, and other middle and backward 
class of the society, the banking approach should be 
realistic so that the banks may work on sound footing. 
The failure of Madhavpura Mercantile co-operative 
bank Ltd., Ahmedabad and Kriishi urban co-operative bank 
Ltd., Hyderabad has affected the overall performance and 
growth of UCBs. It also created insecurity among the 
people and potential depositors. Depositors do not want to 
take risk to invest in the UCBs. 
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So, insurance of bank deposit which is intended to 
give a measure of protection to the depositors, particularly 
the small depositors, from the risk of loss of their deposits 
arising from bank failures. Such a protection, by infusing 
confidence in the minds of the people, assists in 
developing the banking habit among the community and 
generally contribute to the stability and orderly growth of 
the banking system. The introduction of a deposit 
insurance scheme under the deposit Insurance Corporation 
Act, 1961 in the wake of certain bank failure was thus a 
significant development in the banking field. Deposits with 
the co-operative banks including urban co-operative banks 
have also been brought within the scope of the deposit 
insurance scheme. There is also lack of innovative services 
in the UCBs of Rajasthan. They should start innovative 
services to compete with the other banks. 
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In the banking sector of Indian economy, the urban co-
operative banks comprising of primary (urban) co-operative 
banks and non- agricultural co-operative societies include 
thrift and credit societies. These co-operative institutions 
primarHy cater to the banking needs and credit requirements 
of the lower and middle income class people comprising of 
small entrepreneurs, artisans, small traders/businessmen, 
factory workers, salaried class as well as other self employed 
persons etc., in urban, semi-urban and rural areas. The main 
objective of these banks, both quantitatively and qualitatively 
is to promote the thrift and self-help among the members and 
at the same time in respect of urban banks, pursue the 
collection of deposits from the public to augment resources for 
the continuous supply of credit to their members. More 
importantly, these urban co-operative banks have confidence 
of the local people and have an intense local feel, enjoy 
greater confidence of local people and provide an effective 
instrument of economic development of the people particularly 
those riddled with limited means and economically as well as 
socially weaker sections of the community. Managerially, the 
urban co-operative banks are not only self-managed, but also 
self-reliant and shining in extending personalised services to 
their clients. Additionally, these urban co-operative banks are 
eminently suitable for filling up the existing credit 
inadequacies in urban and semi-urban areas at comparatively 
lower cost of operations.' 
In India urban co-operative banks occupy strategic 
position and they have played a vital role not only in meeting 
the consumption requirements of men of low income group but 
also in increasing the industrial production and in 
strengthening the base of infra-structural facilities in urban 
and semi-urban areas by providing the basic key input viz. 
credit, in our country, despite the fact that no special 
provision was made for their development in our five-year 
plan. In other words, much attention has been paid to the 
promotion of Primary Agricultural Co-operatives, PACs, 
industrial co-operatives and other types of co-operative 
societies like dairy, fisheries etc, and our planners sidetrack 
the urban banking sector. Such a state of affair is far from 
being considered as satisfactory. 
The urban co-operative banks are basically the 
institutions of persons of low-income group or the 
downtrodden, by the persons of low-income group, and for the 
persons of low-income group. Above 75% of borrowers had 
borrowed amount up to Rs. 1001 to Rs. 5,000 accounted for 
20% of the total borrowers. One of the salient features of the 
urban banking system is that they are more or less self-reliant. 
In contrast to central banks, the urban banks depend on their 
own funds and deposits. The reliance on outside borrowing is 
very low. Secondly, the urban banks are truly democratic in 
character. To ensure adequate representation to the members 
of branches on the board of bank, by and large there is a 
provision in the by-laws of banks for representation on the 
boards of directors to members of branches outside the head 
office town. Thirdly, commercial banks advance and loan 
against personal surety on a selective basis, whereas personal 
loans against surety form the major portion of urban bank's 
advances.^ 
PRESENT SCENARIO AND FUTURE PROSPECTS 
Urban cooperative banks were set up with the avowed 
objective of promoting sustainable banking practices amongst 
a relatively specific target clientele viz. the middle-income 
strata of the urban population. They were brought under the 
regulatory ambit of the Reserve Bank of India, RBI, by 
extending certain provisions of the banking regulation Act 
1949 effective from March 1, 1966. 
It might be useful to briefly recount the basic structure 
of the co-operative banking sector and locate Urban Co-
operative Bank, UCB, as a group within that framework. The 
co-operative banking sector may be viewed as consisting of 
rural co-operative banks and primary (urban) co-operative 
banks which are catering to the banking requirements of the 
lower and middle income group in urban and semi-urban areas. 
The urban banking sector has been able to maintain 
the buoyancy in the growth of deposits and advances 
during the year 2000-2001. Over a century old urban co-
operative credit movement has today a network of 2084 
UCBs with 7368 branch outlets spread over the country, 
their total deposits aggregated to Rs. 71703 crore and 
outstanding loans accounted for Rs. 45,857 crore as at the 
end of June 2000 with working capital of Rs. 91,458 crore. 
Their priority sector deployment is a^-ound 63% and 
operation efficiency was 84 percent. The Non-Performing 
Asset , NPA, levels were at 1 1 percent of their aggregate 
advances and these were 242 weak banks also. The level of 
computerization is around 31 percent. UCBs have deposits 
equivalent to 9 percent of total deposits of commercial 
banks and extend deposits of commercial banks and extend 
around 8 percent of the loans and advances of commercial 
banks. The available data on deposits of old private sector 
banks shows their deposits at Rs. 66988 crore, new private 
sector banks have deposits of Rs. 46,681 crore and foreign 
banks were having deposits of Rs. 49,000 crore. Similarly 
the loans outstanding with old private sector banks were 
Rs. 33,588 crore, for new private sector banks these loans 
were Rs. 22,156 crore and for foreign banks these loans 
were Rs 35617 crore. From the above figures it is seen that 
UCBs are as important constituent of banking system, as 
are the old & new private sector banks or even the foreign 
banks. 
With the above facts and figures the urban co-
operative banking sector has come to occupy an important 
place in the Indian financial system. However, sustenance 
of its growth is dependent on professionalism of its 
management inculcating good corporate governance, 
technology up gradation and strict adherence to regulatory 
framework so as to enable UCBs to adjust to new realities 
of risk banking business.^ 
Scheduled Urban Cooperative Banks 
Numerically, the 51 scheduled UCBs though 
constitute negligible portion of total 2084 UCBs (2.5 
percent) , yet they have around 40 percent (28,128 crore) of 
total deposits of Rs. 71703 crore of all UCBs and extend 
around 38 percent (Rs. 17286 crore) of total loans and 
advances (Rs. 45,995 crore) of all the UCBs of the country 
as per the figures available as at end of March, 2000. Their 
owned funds are to the tune of Rs. 9668 crore. This speaks 
volumes about their operational performance in the urban 
co-operative banking sector. 
A glance at the composition of assets and liabilit ies 
of scheduled UCBs as at the end of March 2000 reveals a 
very little change. Over previous year the deposits at 76.8 
percent of the total l iabilit ies of the scheduled UCBs as at 
end of March 2000 were marginally lower than 77.1 
percent as were at the end of March 1999. The capital and 
reserve constituted 8.4 percent of the l iabili t ies and were 
marginally lower than that of 8.6 percent for March 1999. 
Borrowings showed a sharp rise of Rs. 299.73 crore during 
1999-2000 and amounted to Rs. 673.93 crore as at the end 
of March 2000. 
An analysis of the asset portfolio of scheduled UCBs 
indicated that loans and advances, which constituted 47.1 
percent of the total assets, were higher than 46.5 percent 
recorded at the end of the previous year. Similarly, the 
share of investment at 26.3 percent as at the end of March 
2000 was also higher than 25.9 percent recorded in the 
preceding year. The growth rate of loans and advances at 
25.4 percent during the year was higher than that of 21.4 
percent in 1998-99. The total assets of scheduled UCBs 
grew at a rate of 23.9 percent over the year. 
The total income of the schedule UCBs increased by 
27.4 percent to Rs. 4163 crore during 1999-2000 as 
compared with that of 23.7 percent recorded in the 
previous year.'* 
The performance of the co-operative banking sector on 
the whole has attracted considerable attention in recent years 
especially in the context of ongoing phase of the financial 
sector reforms compared to their rural counterparts, the 
Primary Co-operative Banks, PCBs, which operate in the urban 
areas, have posted better performance. Not surprisingly 
however, there is significant heterogeneity in the performance 
of PCBs which number more than 2000 at present while a 
large number of these banks have shown creditable 
performance, a fair number of them on the other hand, have 
shown discernible signs of weakness. 
The failure of Madhavpura Mercantile Co-operative 
Bank, Ahmedabad and Krushi Urban Co-operative Bank, 
Hyderabad, toward the end of the year, were the incident 
which, in particular has not only damaged urban co-operative 
active banking movement in Gujarat and Andhra Pradesh but 
has also affected the other states and economy as well to a 
certain extent. 
Non-schedule urban co-operative banks have, also 
suffered from several constraints. The problems faced by these 
UCBs are summarised below. 
* At present, there are restrictions on local bodies, quasi 
Government Institutions and trusts in many states against 
keeping deposits with urban banks. Such restrictions have 
placed the urban banks in a disadvantageous position in 
mobilization of deposits vis-a-vis Scheduled commercial 
banks. 
* As compared to commercial banks the Guarantees issued 
by the urban banks on behalf of their constituents are not 
accepted by the central and State Governments. Even fixed 
deposits kept with urban banks are not recognised by the 
Central and State Governments, towards the earnest money or 
security deposits payable by the government contractors. This 
has placed urban banks in a disadvantageous position in 
deploying a large chunk of credit to Small Scale Industry, SSI. 
* The urban banks are still kept out of the purview of bank 
Guarantee Scheme applicable to schedule commercial banks 
and schedule state co-operative banks. 
* At present, neither urban banks are recognised, unlike 
the scheduled commercial banks, for collection, of Life 
Insurance Corporation, LIC, premium nor are they included in 
the list of approved banks for payment of excise by cheques 
wherever cheque facility is extended to the assessee for the 
payment of central excise duty. 
* Similarly, facilities of collection of pension bills and 
sales - tax- bills—enjoyed—by—schedule—commercial—banks -are-
denied to the urban co-operative banks. 
* Since urban banks are not eligible for the free remittance 
facility, the urban banks fail to develop their business of bill 
collection and issue of drafts at the commercial centre and 
thereby find it difficult to attract big depositors and 
customers. Urban banks are also not eligible for the free 
remittance facilities under the SBI Remittance Facilities 
Scheme. 
* Even when urban banks are financing agriculture or 
allied agricultural activities, like dairy, poultry, and fishery; 
still they are not eligible for refinance from the National Bank 
for Agriculture and Rural Development, NABARD. 
* Urban banks are not recognised as eligible for availing 
of the facilities, refinance and bills ' rediscounting scheme of 
Industrial Development Bank of India, IDBI^. 
Basically, the UCBs were established with the 
mission that they would improve the standard of living of 
poor masses and provide welfare to them. Their objective 
and functions were also framed as per requirement. The co-
operative banking movement has grown in the last 112 
years in the following three stages: 
The first stage, which is the establishment stage, 
started from 1889 to 1980 in which most of the urban 
existed in urban cities of the country. 
The second stage, which is- the developing stage, 
started from 1980. During this period, urban cooperative 
banks developed their banking business. Many new 
branches were opened and their deposits and advances 
were also increased rapidly. 
The third stage which happens to be a competitive 
stage, started just after the introduction of a new economic 
policy in 1991. The urban banks had faced stiff 
competition from the nationalised banks, foreign banks, 
private banks, private financing agencies, government 
financing agencies and moneylenders ' platform where 
urban banks were operating their business. 
In the case of urban co-operative banks, the financial 
sector reforms have thrown up a lot of challenges besides 
giving them excellent opportunities for growth. Accent on 
transparency, both in accounting and in operat ions, capital 
adequacy and provisioning norms, freeing of interest rates 
etc. have forced all the public sector banks to shift their 
priorit ies and lay more emphasis on profitabili ty, 
efficiency, customer service, organisational restructuring, 
employee productivity, etc.^ 
The second phase financial sector reforms have brought 
about vast changes in the structure and operation of the Indian 
financial sector. However, the reform measures are yet to fully 
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impact the system. Financial and managerial weaknesses of a 
good number of co-operatives have been a matter of concern 
for quite some time. State governments and co-operatives have 
been demanding capital infusion for wiping out the past 
losses. Unless the inherent weaknesses are adequately 
addressed, funds infusion alone may not solve the problem at 
all. In this respect, the areas that need careful examination 
include (1) the pattern of resources of co-operatives (owned 
funds, deposits, borrowings), (2) the deployment of resources, 
(3) the management and supervision, (4) the role of co-
operative banks in the financial system, and (5) the regulatory 
framework for cooperatives. 
The essential spirit of the regulatory and reform 
measures adopted for the commercial banks need to be 
extended to the co-operatives as well with the necessary 
adaptations to suit the circumstances in which co-operative 
banks operate. This would imply that the (1) strengthening of 
the regulatory and supervisory framework, (2) enhancing the 
capital adequacy standards, (3) introducing the stringent 
licensing norms for the new entrants into the sector, (4) 
enabling the legal amendments, and finally (5) the corporate 
governance measures need to be given a very close attention. 
As a starting point it would be useful to look at the 
Narsimham Committee recommendations. The Committee 
suggested that the RBI should review the entry norms in 
respect of UCBs and prescribe revised prudent minimum 
capital norms for them. To achieve an integrated system of 
supervision over the financial system, the committee 
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recommended that the UCBs should also be brought within the 
ambit of the Board of Financial Supervision. In response to 
these recommendations of the committee, the Reserve Bank 
had set up a High Powered Committee on the urban co-
operative banks under the chairmanship of Shri K. Madhava 
Rao, the former Chief Secretary to the Government of Andhra 
Pradesh, to review the performance of UCBs and suggest 
measures to strengthen them. Some important issues related 
to UCBs are as follows. 
LICENSING POLICY 
In the new liberalised regime, the licensing policy for the 
new UCBs is expected to be not only transparent, but also 
precise and that objective based on the established standards 
and procedures. Moreover, the procedures governing these 
licensing norms have to be simple and minimal. Furthermore, 
in the market driven system, as the role of the regulator moves 
away from the micro management of individual entities 
towards the macro or prudential management, it is desirable 
that appropriate entry point norms be laid down by the 
regulator to serve as an effective screening device and the 
subsequent potential and viability of a bank be left to the 
promoters judgement. In connection with the above the 
Madhava Rao Committee enunciated a two-fold licensing 
criteria, depending on the capital base of the bank. This would 




One of the problem areas in the supervision of UCBs is 
the duality in control by the State Government and the Reserve 
Bank. Since UCBs are primarily credit institutions, which run 
on commercial lines, the responsibility for their supervision 
devolves on the Reserve Bank. Therefore, while the banking 
operations pertaining to branch licensing, expansion of areas 
of operations, interest, fixation on deposits and advances, 
audit and investments are under the jurisdiction of the RBI, 
the managerial aspects of these banks relating to registration, 
constitution of management, administration and recruitment, 
are controlled by the State Governments under the provisions 
of the respective State Co-operative Societies Act. The 
Narasimham Committee (1998) recommended that this duality 
of control be done away with and the responsibility of 
regulation of UCBs be placed on the Board for Financial 
supervision. This will require amendment of the Multi-State 
Co-operative Societies Act, and the Banking Regulation Act. 
CORPORATE GOVERNANCE 
Good corporate governance is essential for the effective 
functioning of any financial entity. It is all the more important 
in the current liberalised environment when UCBs are 
expected to function as commercial entities in the face of 
increasing competition. To this end, the Madhava Rao 
Committee suggested that at least two directors with suitable 
professional qualification and experience should be present on 
the Boards of UCBs and that the promoters should not be 
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defaulter to any financial institutions or banks and should not 
be associated with chit funds/ Non-Banking Financial 
Companies, NBFCs/ Co-operative Banks/Commercial Banks as 
Director on the Board of Directors. These recommendations 
would need to be examined intensively before formulating 
policy actions in this regard. 
CAPITAL ADEQUACY 
The Narasimham Committee (1998) had raised the issue 
of extending capital adequacy prescription for co-operative 
banks. Accordingly, the Committee recommended that the co-
operative banks should reach a minimum of 8 percent Capital 
to Risk-weighted Asset Ratio, CRAR, over a period of five 
years. The findings of the Madhava Rao Committee on UCBs 
also reiterated that a majority of the UCBs was in favour of 
extending the CRAR discipline to UCBs. However, the ability 
of the UCBs to raise additional capital for the purpose has 
been limited by certain features viz., inability to make public 
issue of capital and that, they can raise capital only from 
members, subject to an overall ceiling and restrictions 
imposed by the various Acts (State Co-operative Societies Act 
and Multi-State Co-operative Societies Act 1984) which 
contains the number of shares that an individual can hold. In 
view of the above, it is suggested that the scheduled UCBs be 
brought under the ambit of the CRAR discipline in a phased 
manner with an immediate target of 8 percent by March 31, 
2001 and 9 percent by March 31, 2002 and thereafter, the same 
as those for the commercial banks; the norms for non-
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scheduled Co-operative Banks in this regard being slightly 
less stringent than the former. 
LEGISLATIVE REFORMS 
The Narasimham Committee in its Report had rightly 
observed that a legal framework that clearly defines the rights 
and liabilities of the parties to contract and provides for 
speedy resolution of disputes is essential bedrock of the 
process of financial intermediation and UCBs are no 
exceptions. Accordingly, the Government had appointed an 
Expert Group under the chairmanship of Shri T. R. 
Andhyarujina, former Solicitor General of India, to suggest 
appropriate amendments in the legal framework affecting the 
banking sector. The Committee would address amendments in 
the various external acts affecting banking sectors such as, the 
Transfer of Property Act, Foreclosure laws, Stamp Act, Indian 
Contract Act, DRT Act, etc. The Committee, in its Report 
submitted in April 2000 recommended the inclusion of a new 
law for granting the statutory powers directly to banks (and 
financial institutions) for the possession and sale of securities 
backing a loan, and enabling framework for the securitisation 
of receivables and strengthening the recovery mechanism. 
While these recommendations will need to be scrutinised to 
glean their implications for the UCBs at the micro-level, 
certain related issues deserve attention. As mentioned earlier 
the removal of duality of controls over the UCBs necessitates 
the amendment of the various Acts in the Central and State 
statutes including the Banking Regulation Act, BRA. 
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UNLICENSED AND WEAK BANKS 
The existence of a large number of unlicensed banks has 
become a serious cause for concern to regulators. The main 
reason for proliferation of such banks has been a mild 
screening process in the past. In view of the regulatory 
discomfiture that such banks impose on the system as a whole 
it has been suggested that these banks be licensed provided 
they satisfy the quadruple criteria of (a) minimum prescribed 
CRAR, (b) need NPA ratio not exceeding 10 per cent, (c) have 
made profits continually for the last three years, and (d) have 
complied with the RBI regulatory directions. 
Incidence of sickness of UCBs has become a source of 
serious concern for the regulators. It has been felt that an 
inadequate entry point capital, lack of professionalism, 
absence of compliance with prudential norms and the absence 
of timely identification of sickness have been the major 
contributory factors behind persistent weaknesses of certain 
UCBs. As a need to flash early warning signals of incipient 
weakness, the Madhava Rao Committee enunciated certain 
criteria relating to CRAR, NPA, and history of losses for the 
identification of sick and weak banks separately. Post 
identification, these banks may be placed under moratorium 
under the provisions of section 45 of the BR Act and 
reconstruction/ rehabilitation carried out. At the extreme case 
of reconstruction being impossible, the banks' license to carry 
on business may be withdrawn. These remedial measures are 
being examined and their implications for the policy 
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formulation carefully studied before arriving at definitive 
conclusions. 
One issue of serious concern regarding UCBs is the 
delay/non submission of returns within the stipulated time 
frame. In particular, PCBs are required to submit two types of 
returns (statutory returns and control returns) to the Reserve 
Bank with a view to exercising adequate supervision over 
them. Unfortunately, there is often a serious delay in the 
submission of these returns by the individual banks. Non-
availability of adequate and timely data would no doubt have 
serious effect on timely policy action. In this context, PCBs 
have to improve their statistical reporting system and bridge 
the wide gap in data availability as compared to that of 
commercial banks. 
With the new liberal economic policy of central 
government and reserve bank of India, the urban co-operative 
banks have entered into a competitive set up. They have 
already lost many privileges and concessions that they enjoyed 
in the past. Hence, in future they have to complete on their 
own strength. Their future depends upon their capability to 
provide better services in terms of variety, quality, and cost. 
However, urban co-operative banks enjoy certain 
peculiar organisational advantages. They are democratic 
organisations. They are user-managed and user-controlled 
organisations. Besides, they are localised institutions having 
close contact with the people in the area. Hence with the 
committed leadership professional management and adoption 
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of new technology, these members' driven organisations have 
a very bright future. 
OBJECTIVES OF THE STUDY 
The present study has been undertaken to examine and 
evaluate the marketing of urban co-operative banks' deposits 
in Rajasthan. Precisely the study aims at the following 
objectives: 
(1) To assess the progress of UCBs. 
(2) To analysis the various services provided by the urban 
co-operative banks. 
(3) To study the marketing strategy of urban co-operative 
banks. 
(4) To examine the progress of Deposit mobilisation of 
UCBs in Rajasthan. 
(5) To study the role of urban co-operative banks in 
mobilising deposits in the State of Rajasthan. 
(6) To study the problems and prospects of UCBs in the 
State. 
(7) To suggest and recommend measures to increase the 
deposit mobilisation of urban cooperative banks in 
Rajasthan. 
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NEED FOR RESEARCH 
Bank services play a great role in attracting the 
customers to that particular bank. The services provided by the 
banks are very-much important to a common man. With the 
changing time the bank services play a crucial role in the 
economic development of the country. A banker is supposed to 
sale its services very rapidly. The concept of marketing of 
bank services has been developed recently. 
It is in this background that the proposed study has taken 
up to enable us to examine and evaluate the Marketing of 
Urban Co-operative banks' Deposits in Rajasthan. 
It would help us to know (1) the gaps and deficiencies in 
the working of banks, (2) various strategies followed by the 
banks in regards to the deposit mobilisation, (3) the progress 
achieved so far, (4) the areas in which Rajasthan lacks as 
compared to the other states in mobilising and channelising 
deposits, and (5) the possible line of action for attracting 
deposits. 
HYPOTHESIS 
Keeping in view the objectives of the study the following 
hypothesis has been developed for the verification and 
confirmation: 
a) In spite of the fast development of urban co-operative 
banking system in the country, the progress of urban co-
operative banking facilities has not been adequate and 
uniform in the state. 
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b) The role of the urban co-operative banks in attracting the 
deposits has been insignificant as compared to other 
developed states. 
c) In spite of the fast progress of deposit mobilisation of 
urban co-operative banks in India, the progress of urban 
co-operative banks in deposit mobilisation was not 
adequate in Rajasthan. 
METHODOLOGY ADOPTED 
Study of methodology includes primary and secondary 
sources. The primary informations are gathered through the 
personal visits and questionnaire and discussion with banks' 
authorities from time to time in order to understand the 
business operation and philosophy of the banks. Material for 
the present study was collected from the published as well as 
unpublished records of the UCBs, National Federation of 
Urban Co-operative Banks and Credit Societies Ltd., 
NAFCUB, RBI, Central Government, Apex State Co-operative 
Bank, Jaipur, Directorate of Economics & Statistics, Jaipur, 
Rajasthan, and the office of the Registrar Co-operative 
Societies, Jaipur. The information provided by the banks was 
verified by other sources for its authenticity. Data and 
information so collected were analysed in the light of the 
recent trends in the banking industry. 
DESIGN OF THE STUDY 
Keeping in view the research methodology, hypothesis 
and objectives of the study, the whole study has been divided 
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into seven Chapters. The first chapter deals with the 
introduction of the study. The second chapter deals with 
the brief study of socio-economic profile of the state of 
Rajasthan. The third chapter deals with the growth and 
development of the UCBs in Rajasthan as well as in other 
parts of India till the year 2000. The development of UCBs 
in the state of Rajasthan as compared to other states of 
India has been studied. It has been observed that the state 
of Rajasthan was much backward irrespective of growth 
and banking facilities while the UCBs are mostly confined 
only to some big towns of the state. In fourth chapter, 
different types of customer services provided by the UCBs, 
various types of accounts customers can have and the 
marketing strategies of UCBs are analysed. The fifth 
chapter deals with the mobilisation of deposits in the state 
of Rajasthan. In this chapter an attempt has been made to 
analyse as to how far the UCBs could mobilise the state-
wise and district-wise deposits in the state. In the sixth 
chapter, problems and prospects of UCBs in general and 
Rajasthan in particular have been discussed. Finally, in the 
last chapter the main findings of the study have been 
summed up and suggestions for further improvements have 
been provided so as to make these institutions as still more 
useful organ of the economy. 
LIMITATIONS 
Such an investigation requires an extensive study of the 
available literature but the paucity of literature provides 
hindrance in this respect. In addition, the non-availability of 
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Statistical data and other relevant information pertaining to the 
banks of the State have been major hindrances for a 
researcher. The data available are many times inaccurate, 
ambiguous, and scattered and thus one has to face innumerable 
difficulties in compiling/collecting, and comprehending the 
desired/relevant information for the comparison of data. In 
spite of the necessary care and caution, it cannot be denied 
that the study does have the limitations that restrict analysing 
the incomplete and unscientific data. The paucity of data has 
been an important factor in the coverage of the time period, 
which has been limited to 10 years only for the state of 
Rajasthan, i.e., from 1991 to 2001. 
Apart from the difficulties in obtaining the relevant 
information, problems were also faced in analysing the data. 
This is because of discrepancies in data as contained in 
different documents of the banks. The Directorate of 
Economic and Statistics Department also does not compile full 
and adequate data in this respect. 
Even though the present study has been carried out under 
several limitations, genuine effort has been made to draw 
fruitful conclusions. This, in turn, may provide a useful base 
for bringing about improvement in the working and growth of 
these banks as well as for accelerating the pace of economic 
development of the state. 
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C H A P T E R - I I 
THE SOCIO ECONOMIC PROFILE OF RAJASTHAN 
The Rajasthan came into existence only after India 
achieved its freedom in 1947. The State lies between 
23.30° and 30.12*^ north latitudes and 69.30° and 78.17° 
east longitudes and is surrounded by Punjab and Uttar 
Pradesh on the north and northeast, by Madhya Pradesh on 
the south east, by Gujarat on the southwest and by Pakistan 
on the northwest. Being the second largest state of the 
Indian Republic, Rajasthan ranks next to Madhya Pradesh. 
It has an area of 342239 sq. kilometres, which comes to 
about 10.5 per cent of the total geographical area of India. 
HISTORICAL BACKGROUND 
When the British came to the scene in the 19^^ 
century, they took stock of the situation. They fought with 
Marathas for supremacy in the Rajputana area. Ultimately, 
the Marathas had to leave their hold over Rajput State, as 
they could not face the British for long. Hence a great 
change took place in the course of history of this state of 
Rajputana. The British made a treaty of alliance with many 
Rajput States such as Alwar, Bharatpur and Jaipur against 
the Marathas. Hence, the British could get the support of 
these rulers during the second Anglo-Maratha war. 
Out of the 18 princely states in Rajputana, 15 states 
were of Rajputs and 2 of Jats and one of Muslims at the 
time of the British entry in the area. Hence, it is evident 
that Rajputs had to play an important role in the polit ical 
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development of the areas even after the British entry. The 
British tried to reach an understanding with these people 
so that they could be able to divert their attention to the 
external threat to their supremacy. 
ADMINISTRATIVE SET-UP 
From the point of view of administration the state is 
second largest in India. All the former princely states have 
been grouped into six divisions. The following table 
represents the Administrative set-up of Rajasthan. 







































The state is divided into 32 districts of which the 
desert district of Jaisalmer commands the largest area of 
38,401 sq. kms and Dholpur district commands the smallest 
area of only 2,950 sq. kilometres. 
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POPULATION 
Rajasthan's population, as per the census 2001 was 
5.65 crore compared to 4.40 crore in 1991. This implies 
that population during the decade has risen by about 28.33 
per cent. 2.94 crore males comprised 52 per cent of the 
total population of the state. The population grew at a rate 
of 2.85 per cent per annum. This growth rate was one of 
the highest amongst major states. Rajasthan added 1.25 
crore persons to its population during the period 1991-
2001 , the growth rate was faster than the all India growth 
rate. This might be due to migration of people from other 
states because of fast industrialisation. 








































SEX RATIO AND DENSITY 
The population density (persons per sq.km) in 
Rajasthan stood at 165 in 2001.This shows an increase of 
about 28 per cent over 1991. Significantly number of 
females per 1000 males has also risen from 910 in 1991 to 
922 in 2001. The number of females per 1000 males in 
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Haryana was the least, while in Kerala it stood at 1058. 
The ratio in Rajasthan is lower compared to the all India 
average of 933 females per 1000 males. 
RURAL AND URBAN POPULATION 
According to the census 2001, 76.62 percent of the 
total population of Rajasthan is rural as against the all 
India average of 72.22. In 1971 the ratio of rural and urban 
population in Rajasthan was 82.7 to 17.3 and in 1991 it 
was 77.12 to 22.88. 
EDUCATION 
Education is a tool that helps in the building of 
human infrastructure, inculcates an urge for knowledge 
acquisition and develops the faculty of absorption, which 
encourages modern methods of production. Lack of 
education is by far the most significant factor responsible 
for a lower productivity of an Indian or Rajasthan worker. 
Encouraging trends in the literacy rate in the State 
have been indicated by the various censuses. The literacy 
rate, which was 8.95 per cent in 1951, has increased from 
38.81 per cent in 1991 to 61.03 per cent in 2001. While the 
percentage of literate males in the state was 76.46 per 
cent, female literacy rate stood at 44 per cent. Kerala has 
maintained the lead in literacy rate with 91 per cent 
literate population. Maharashtra (77.27 per cent) and 
Himachal Pradesh (77.13 per cent) follow it. The all-India 
literacy rate was 65.38 per cent, comprising 75.83 per cent 
li terate males and 54.16 per cent literate females. 
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FOREST 
In order to meet the requirement of fuel and industrial 
wood, the area under forest should be at least one third of 
the total land area. As against this the total recorded forest 
area in the state is 32488.01 sq kilometres only 
consti tuting about 9.49 percent of the total geographical 
area. 
The state income from forests is very poor. It forms 
only 0.2 percent of the total state revenue. However, with 
the coming of the Indira Gandhi canal, conditions may 
improve slightly and this deficiency may be removed in the 
long run, for which efforts are being made. 
MINERAL WEALTH 
The state is endowed with a wide variety of mineral 
resources. It has got the maximum number of mineral 
deposits after Bihar and has been rightly described as a 
"Museum" of minerals in India. The important minerals are 
lead, zinc, copper and silver in non-ferrous metallic 
minerals while gypsum, mica, limestone and fluorite 
among the non-metallic minerals. Over twenty non-metall ic 
minerals are found in the state, for some of which 
Rajasthan is the largest or the only source in the country. 
Before integration the production of a number of 
minerals could not be taken up for lack of infrastructure 
and co-ordination among the erstwhile states. Since the 
formation of Rajasthan, intensive efforts have been made 
to develop this industry. As a result, the extraction of a 
number of minerals has considerably been improved and it 
is estimated that the output of minerals in the state is 
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worth about Rs. 71126.65 lakh as on 1999-2000. The 
position of the state in regard to some of the important 
minerals is given in Table 2 .3 . 












































The generation and use of electricity in Rajasthan at 
the beginning of the first five-year plan was extremely 
meagre and limited, the per capita availability of power 
was 2.93 kwh, the lowest among all the states except those 
of Assam and Orissa. Further, the development of power in 
the state was unbalanced. In fact even the district head 
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quarters at Barmer, Jhunjhunu, Jalore, Sawai Madhopur 
and Chittorgarh were not provided with electricity. Thus, 
the shortage of power has been a great hindrance in the 
diversification of the economy of the state. However, since 
independence, the state government has taken several steps 
for the development of the hydel and the atomic power. As 
a result of the various programmes taken up by the state 
for the development of power, Table 2.4 given below 
indicates the position. 
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The above table indicates that the state, largely depends 
on the electricity generated by steam and its shares on projects 
are located in other states. 
The number of villages electrified was 42 in 1950, 22654 
in 1987, 33554 in 1997 and 36775 in 2000. The progress is 
quite satisfactory but still in order to transform the rural 
economy; a large electrification programme is needed for the 
state. The number of wells electrified has also risen from a 
mere 1000 in 1961 to 599020 by 2000. 
IRRIGATION 
Earlier Rajasthan was entirely depending upon the 
monsoons. But after the formation of Rajasthan, some of 
the important schemes have been taken up for developing 
the irrigation facilities viz., Bhakra and Chambal projects, 
which have proved to be much beneficial for the 
agricultural economy of the state. Bhakra Nangal project 
has provided facilities to the desert area of the Bikaner 
division while the Chambal Project has proved a great 
boon to the Kota division. Another important project is the 
"Indira Gandhi" Project, which has already started yielding 
fruits to the vast stretch of desert in the Bikaner division. 
These developments have added much to the prosperity of 
this region. 
In addition to these major irrigation projects, 
irrigation facilities have also been extended by taking up 
certain minor projects during the current planning period 
as shown in the following table: 
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The gross irrigated area during the period, 195.52 was 
10.07 Lakh hectares which was increased to 69.35 Lakh 
hectares in 1999-2000, thereby registering an increase of 
more than six t imes. Table 2.5 reveals that there has been a 
substantial increase in the area irrigated by tanks and other 
sources. However, the progress cannot be considered very 
satisfactory as the state has its own limitations in this 
respect. 
TRANSPORT 
At the time of formulation of the first five-year plan, 
the state of Rajasthan had a total length of 17,399 kms of 
surfaced and unsurfaced roads, which constituted 5.1 kms 
per hundred square kms of the area that has increased to 
58,350 kms as on 31 March 1991 and 86473 kms as on 31 
march 2000. 
At present the state has 5920.07 kms of railway, of 
which 3027.99 kms are in broad-gauge, 2803.29 kms of 
metre-gauge and 88.79 kms are in narrow gauge. 
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The state has an average of 1.0 kms railway length for 
every 10 thousand persons while in other parts of India 
this number of population is served by only 0.61 kms of 
railway length. It may also be pointed out that there is no 
uniform distribution of railway in Rajasthan, and thus, out 
of 32 districts, as many as six, viz. Jaisalmer, Banswara, 
Dangarpur, Tonk, Jhalawar and Jalor covering about 20 
percent of the total area of Rajasthan while 13 percent of 
its population are almost not served by the rai lways. 
AGRICULTURE 
It is noteworthy that the Britishers pursued a typical 
colonial policy in India and that they did nothing to 
develop agriculture. Instead, they created a class of 
intermediaries known as Zamindars most of whom sucked 
the very blood of the rural population. This parasit ic class 
took a substantial part of the produce away and the actual 
cultivator was left only with subsistence income. The 
cultivators had neither the resources nor the incentive to 
invest in agriculture. 
The progress of agricultural production in the state is 
indicated in Table 2.6. 
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The figure reveals that under the planned economic 
development programme during the last 50 years 
agricultural production both of food grains and commercial 
crops have considerably increased. The area under 
cultivation of these crops has also gradually increased. But 
in comparison with some other developed states, it lacks 
behind in a number of aspects and, consequently, it may 
still be considered as more backward than others. Out of 
the total area available for cultivation, i.e., 34258 
thousand hectares, only 19286 thousand hectares, i.e., 
56.30 percent is the cropped area. Principal crops 
cultivated in the state are Jawar, Bajra, Maize, Gram, 
Wheat, Oilseed, Cotton, Pulses and Tobacco. Cultivation 
of vegetables and citrus fruits like Orange and Malta are 
also picked up over the past few years. Commercial crops 
are Red Chill ies, Methi, Hina, Mustard and cumin seed 
under the new agricultural strategy. Technological changes 
are being introduced in the agricultural sector. The Agro 
Industries Corporation is supplying tractors to 
agriculturists on hire purchase basis; commercial banks 
have started operation in the rural sector. These measures 
for a gradual transformation of agriculture are bound to 
enhance the agricultural production on the one hand and 
commercialise the character of agricultural economy on the 
other. 
INDUSTRIES 
On account of inadequacy of power supply in the state 
and other infrastructures, the development of medium and 
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large-scale units could not be taken up till date even after 
independence. The National Council of Applied Economics 
Research, while submitting its industrial programmes for 
the fourth plan in Rajasthan expressed great dissatisfaction 
over the poor progress of the industrial units in the state. 
A break-through in the field of industrialisation 
part icularly in large-scale sector took place in the later 
half of the sixties when the power position showed some 
improvement. A number of industrial units were 
established both in the public and private sectors. 
Government has also extended a number of incentives 
to the industrialists for establishing industries in the state. 
The following table will be quite helpful in understanding 
the progress of the state in the industrial field since 1951. 
Table 2.7: Industrial Growth in Rajasthan 
Items 
Productive capital 
employed (Rs. in 
crore). 
Number of person 
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As shown by the above table the number of large as 
well as medium scale units both in the public and private 
sectors has increased since 1951. But it is remarkable after 
1990-91. Major industries are textile, rugged and woollen 
goods, sugar, cement, glass, sodium plants, oxygen and 
acetylene, vegetables ' dyes, pesticides, insecticides, zinc 
ingots and sheets, fertilizers, railway wagons, ball-bearing, 
water and electric meters, sulphuric acid, television sets 
synthetic yarn and insulating bricks, polished and 
unpolished precious and semi-precious stones, spirit and 
wine, etc. Besides, caustic soda, calcium, carbide, nylon 
and type cords, etc. are also produced. 
In March 2000, the large and medium scale industrial 
complexes of the state consisted of 384 units, comprising 
cotton textile mills, woollen mills, metal industr ies, 
industrial machinery units, vegetable oil mills, agro based 
factories, cement factories, synthetic fibre units and sugar 
mills, etc. The total number of small-scale industries has 
also increased to 2.12 lakh with a capital investment of Rs 
2930.09 crore (1999-2000) and employment potential of 
8.24 lakh persons. This shows that Rajasthan has registered 
a successive progress in the field of industrial isation after 
independence but still the progress does not seem to be 
very satisfactory. 
BANKING 
The evolution of modern banking system started late 
in this state. The first of a commercial bank, i.e., the 
Alliance Bank of Simla at Ajmer was opened in 1916. A 
number of banking insti tutions opened and closed their 
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offices during the post First World War and the resulting 
depression periods. A break-through in the modern banking 
system actually took place during the Second World War. 
In February 1943, the Bank of Jaipur Ltd (now a subsidiary 
of the State Bank of India) was registered. Thereafter, the 
Jodhpur Commercial Bank (taken over by the Central Bank 
of India) and the Bank of Bikaner (now a subsidiary of the 
State Bank of India) were established in 1944. The Bank of 
Rajasthan was registered on S^^ May 1944 with its 
headquarters at Udaipur. At the time of formation of 
Rajasthan, the banking facilities were quite meagre in the 
state. 
The beginning of the urban cooperative credit 
socie t ies ' movement in Rajasthan was made in 1919 with 
the establishment of Ajmer Credit Society and Annual X-
Mas Co-operative Society in Ajmer - Marwara Urban 
Cooperative Credit Society or Non-Agriculture Credit 
Society has been classified. Then the Urban Co-operative 
Bank Ltd, Jaipur and Baran Nagrik Sahakari Bank Ltd, 
Baran were established in April 1959 and December 1959, 
respectively. It may also be noted that there were only few 
urban co-operative banks a decade ago in Rajasthan. 
Like other sectors, the banking in the state has also 
made rapid strides, the progress of which is indicated in 
Table 2.8. 
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Table 2.8: Banking Progress in Rajasthan. 
(Amount in Lakhs of Rs.) 


























Source: (I) For 1951 to 1965: 15 years of Rajasthan 
Economy, Directorate of Economics and 
Statistics. 
( I I ) For 1972 and 1990-supplement of Banking 
Statistics, Apr i l l973 and April 1991. 
(III) For 2000, monthly review of the Rajasthan 
Economy, Centre for monitoring Indian, 
Economy, January, 2002 
The foregoing table indicates that the number of bank 
offices operating in the state of Rajasthan was only 111 in 
1951. It successively increased to 570 at the end of 1972. 
It was 3053 at the end of 1990 and it was 3365 at the end 
of 2000. During this period, comparison in the number of 
branches reveals that the progress in banking has been 
more spectacular during the post nationalisation period. 
For instance, during the period 1955-60, the yearly 
average of new offices of Scheduled Commercial banks 
opened in Rajasthan stood at 10. It increased to 16 during 
1960-65 and further to 31 during 1965-1969. During the 
post nationalisation era the number of offices of banks 
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Operating in Rajasthan increased from 570 in 1972 to 3365 
at the end of December 2000, recording a growth of 
approximately 100 new offices per year. 



































































































Source: Monthly Review of Rajasthan Economy, Centre for 
Monitoring Indian Economy, January 2002. 
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t i l 
Rajasthan ranked 10 in terms of branches of 
schedule commercial banks as of March 2000. The state 
had 3365 branches, which were five percent of the total 
branches in the country. In the state for one Lakh 
population there were 6.1 branches in 1999-2000. In this 
term the state ranked 12 among the major states. 
Himachal Pradesh stood at the top while Maharashtra 's 
rank was 10**^ . 
BANKING CO-OPERATION 
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Source: Basic Statistics, Directorate of Economics 
Statist ics, Rajasthan Jaipur. 
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The state has one state Cooperative Bank. The number 
of Central Co-operative Banks was 26. The number of 
Primary Land Development Banks was 33 while that of the 
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Urban Co-operative Banks were 37 as on 1998-99. The 
development of the co-operative banking system has not 
been satisfactory. Thus, there seems to be imbalance in the 
development of co-operation banking system in the state as 
compared to other parts of India. 
ECONOMIC AND SOCIAL OUTLOOK 
Economic condition of a vast majority of the 
inhabitants of Rajasthan is thus, inextricably linked with 
the fluctuating conditions and fortunes of agriculture. This 
is more so in the case of dry area division where the 
annual rainfall is very poor and equally uncertain. In 
addition, adequate irrigation facilities are also not 
available in this area. 
The people in this division depend more on cattle for 
adding to their income but in case of failure of rains; they 
are also deprived of this source of their l ivelihood. The 
major communities engaged in agriculture are, the Jats, the 
Rajpoots, the Patels, the Bishnoi, the Dangis, the Minas, 
the Gujars, the Aheers and the Dhakars. The more efficient 
group is that of the Jats. They are a determined and sturdy 
people. 
Rajasthan is a thinly populated state. Hence, the 
future is bright. With its vast areas lying in the arid zone 
of India, the state has such through the ages, nature and 
man continually at play. 
So far as the economic development of rural areas of 
the state is concerned, Rajasthan has the pride of being the 
first state in India to introduce Panchayat Raj Scheme. The 
late Pandit Jawahar Lai Nehru introduced the scheme in 
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October 2, 1959, the then Prime Minister of India. It was 
already incorporated in the directive principles under 
article 40 of the constitution. No State Governments had 
taken steps to introduce the panchayat system until 1959. 
However, the state Government of Rajasthan has given due 
importance to the betterment of the people through this 
agency. 
Urban Co-operative credit society movement in 
Rajasthan was started in 1919 with establishment of Ajmer 
Credit Society. In 1920 Annual X-Mas co-operative society 
in Ajmer-Marwara is come into existence. The 
establishments of these two societies provided impetus to 
the urban credit movement and within next two years of 
more such societies were started for salary earners on 
communal or occupational basis. However, (Table-2.10) 
shows that the development of urban co-operative banks in 
the state is slowly. In this context the next chapter deals 
with the growth and development of urban co-operative 
banks in Rajasthan. 
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CHAPTER-III 
GROWTH AND DEVELOPMENT OF 
URBAN CO-OPERATIVE BANKS IN RAJASTHAN 
-AN OVERVIEW 
The banks are the heart of financial structure of 
economy since they have the ability, in co-operation with 
the Central Bank of a country, to add to the money supply 
of the nation and create additional purchasing power. 
Banks ' lending, investments and related activities 
facilitate the production, distribution, and consumption in 
the economy. While explaining the economic importance of 
banks. Prof. Sayers says that the special interests of 
economists in the activities of banks are due to the 
monetary nature of the deposit l iabilit ies of the banks. 
Like any other business, the activities of banks are direct 
personal interest to the people who use them and to the 
people who work in them.^ 
This chapter deals with the concept of banking origin 
and history of the co-operative banks in India as well as in 
Rajasthan. 
The Urban Co-operative Credit Movement originated 
in Germany when Herman Schulze started such societies 
for the benefit of artisans in the cities. Mr. Schulze found 
a friendly society in 1849 for the relief of sickness. For 
the provision of credit he founded in his native town the 
first loan society in 1850 and Hog originated Dairy Co-
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Operative Banking for the development of dairy enterprise. 
Dr. Hog's banks improved dairymen's life in the rural and 
sub-urban parts of Germany and Schulze model were 
designed to improve the social and economic fabric/life of 
urban part of Germany. The attractive business of co-
operative banks of Germany had created an atmosphere of 
ideal situation for the growth of co-operative banking 
system at an international level during the period, 1849 to 
1890. In Italy, the credit of starting such societies goes to 
Luigi Luzzatti . Encouraged by the success of the urban 
credit insti tutions in those countries, social workers in 
India began to think in terms of co-operation as a means of 
bringing succour to the middle class as early as the close 
of the nineteenth century.^ 
The idea of co-operative banks was first discussed in 
Great Britain in about 1870, and at a conference on 
banking at Bury. Mr. Ludlow said that he saw no reason as 
to why there should not be a bank "in a close possible 
connection with the wholesale society""*. Opinion was 
sharply accepted and the co-operative wholesale society 
decided in May 1872, to undertake the business of banking 
as a separate department of the CO-operative Wholesale 
Society, C.W.S. The new department was named, "The loan 
and Deposit Department", a title that is retained until 
1876. The Banking Department had shown very great 
progress in accumulating resources. During this period, 
India too, had borrowed the theory and practice of co-
operative banking system from Germany. The first urban 
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credit society saw the light of the day in 1889 when a 
mutual aid society was registered at Baroda. 
The last two decades of the nineteenth century were 
notable for the establishment of voluntary organisation 
linked with co-operative methods, which had the Indian 
philosophy as the base and the European experience for 
guidance. The Madras Presidency had developed the 
indigenous societies known as Nidhis, analogous to the 
friendly and building societies in Britain, while Western 
India preferred mutual aid societies. 
As early as in 1883, Sir Henry Stark had advocated 
the introduction of the co-operative credit system in India 
on the European model and after four years, Sir Raymod 
West renewed the plea. The Government of Madras was the 
first to grasp the possibili t ies of the co-operative 
movement in India and appointed, in 1892, F.H. Nicholson 
as the Special Officer to study the theory and practice of 
the co-operative movement in Europe, with special 
reference to the organisation of co-operative credit in 
Germany, and to suggest means and ways for its 
introduction in India. In his two reports issued in 1885 and 
1897, he gave exhaustive information about the 
development in Europe, and recommended the model of 
Raiffeisen Societies. His emphasis was, however, on the 
man whom they had discovered and not on the system and, 
therefore, 'Find Raiffeisen' was the crux of his advice. 
The Madras Government decided to set up two village 
banks as an experiment; but the Bombay Government was 
not enthusiastic about his recommendations. At the same 
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time the states like U.P., Punjab and Bengal started co-
operative societies on the Italian model. Those were 
registered in the absence of special legislation, either 
under the Societies Registration Act or the Companies Act. 
The first experiment in urban co-operative credit 
made in the then Baroda State. On February 5, 1889, Prof. 
Vithal Laxman alias Bhausaheb Kavathekar arranged a 
dinner at his residence in Baroda and the party ended with 
the decision to set up 'Anyonya Sahakari Mandal i ' was the 
object of promoting thrift and providing relief among 
Maharashtrian residents in Baroda city. The 21 
Maharashtrians attending the dinner became founder 
members on the spot by agreeing to subscribe at least Rs. 
two each month. It was the mutual aid society of 
subscriber-members. Its funds were deposited in the Postal 
Bank, and it had no assistance from the Baroda State. 
Inspired by the experiments in the Baroda State such 
voluntary associations, for the twin purposes, were set up 
in the Bombay presidency and that too by the public-
spirited men without any Government assistance. At this 
juncture , Indian opinion had been impressed upon by the 
success of small village banks in Germany and Italy.^ 
The enactment of Co-operative Credit Societies Act, 
1904 conferred legal status on the credit societies and the 
first Urban Co-operative Credit Society was registered in 
1904 at Conjeevaram in Madras Province. Subsequently, 
the Betegri Co-operative Credit Society in Dharwan 
district in the undivided Bombay Province (now in north 
Karnataka) and the Bangalore city the co-operative credit 
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societies, in the erstwhile Mysore State were registered in 
October 1905 and December 1905, respectively. However, 
the real beginning was made after the amendment in 1911, 
enhancing its scope to the formation of non-agricultural 
credit societies. 
The functional framework of co-operative banks and 
the joint stock bank or non-co-operative bank shows 
absolutely no difference. Both borrow to lend to others and 
cover their expenses and earn a profit out of the difference 
between the cost of their borrowings and the income from 
their lendings. To perform these duties, both types of 
banks act as reservoir of capital whereby savings are 
mobilized and credit is given to those who are found able 
to show profitable use of loans for the benefit of all. 
However, in the history of our co-operative movement 
and part icularly in the field of co-operative banking, urban 
banks occupy strategic position and have played a vital 
role not only in meeting the consumption requirements of 
the weaker section of the society but also in increasing the 
industrial production, and in strengthening the base in 
infrastructural facilities in urban and semi-urban areas by 
providing the basic key input, i.e., credit. The urban banks 
are basically the institutions of such persons of the lower 
class of the society, by the persons of the lower class and 
for the persons of the lower class. The official record of 
the Maharashtra State Co-operative Bank Ltd., Bombay 
shows that about 72 per cent of the borrowers had 
borrowed amount up to Rs, 5,000 at the close of June 1985. 
Those who borrowed Rs. 5,001 and Rs. 25,000 accounted 
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for 22.5 per cent of the total borrowers. One of the salient 
features of the urban banking system is that they are self-
reliant. In contrast to central co-operative banks, the urban 
banks depend on their own funds and deposits. The 
reliance on outside borrowings is very low, i.e., 2.87 per 
cent as on 30^ June 1979^. Secondly, the commercial 
banks advance loans against personal surety on a selective 
basis. Thirdly, they are local organisations that have 
democratic management, and they are serving the persons 
of small means, ever since the days when the commercial 
banks were not prepared to look towards them. 
VIEWS OF VARIOUS COMMITTEES ON THE ROLE 
OF URBAN CO-OPERATIVE BANKS 
Maclagan Committee first recognised the importance 
of urban co-operative banks categorically on co-operation 
in 1915. It pointed out that, the "Urban Credit Societies 
might serve a useful purpose in training the upper and 
middle urban classes to understand the ordinary banking 
principles . A decade and a half later, the Indian Central 
Banking Enquiry Committee (1931) felt as follows: 
The duty of these urban banks should be to try to do 
for the small traders, the small merchants, and the middle 
class population what commercial banks are doing for the 
big traders and big merchants.^ 
Subsequently the co-operative planning committee 
stated as under: 
Joint Stock banks are not interested in developing the 
business of small loans, because the cost of advancing and 
recovering them is high. Furthermore, as joint stock banks, 
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on the first hand, are not likely to have under ordinary 
circumstances full and intimate knowledge of the standing 
and resources of persons of moderate means, they will not 
advance on personal security. On the other hand, there are 
numerous persons in urban areas of small means, like 
traders, merchants, artisans, factory workers, street 
hawkers, motor and lorry drivers, who resort to money 
lenders and similar agencies for small loans and obtain 
them at high rates of interests. Co-operative banks qualify 
by establishing personal and intimate relationship with 
people for this class as the most suitable agencies for 
serving their credit needs.^ 
The Rural Banking Committee (1950) also commented 
on the role that urban co-operative banks could play in 
providing banking facilities. The committee observed that 
urban banks, which were established in many towns in 
Bombay and Madras, would be able to offer facilities both 
to urban people and to individuals in the nearby rural 
areas, and in view of their relatively low cost of 
establishment and operation can go up to places smaller 
than the Taluka towns. 
The sub-committee set up by the small-scale 
Industrial Board in 1956 to consider the question of 
channelling loans to small-scale industries through urban 
co-operative banks observed that "the supply of credit by 
all existing institutional agencies is not adequate to 
demand and the proposal for util isation of co-operative 
urban banks for channeling loans to small scale industries 
has to be considered"."^ 
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According to the study group on credit co-operative 
in the non-agricultural sector appointed by the government 
of India under the Chairmanship of the late Shri V. P. 
Varde in 1963, the urban co-operative banks have an 
important role to play in several respects including the 
following: 
a) First and foremost, they can organise and bring 
together middle and working classes in urban and 
semi-urban areas. 
b) The mobilisation of savings by urban co-operative 
banks and the consequent drawing of urban resources 
into the Apex and Central Co-operative Banks, which 
are in need of funds to finance the rural, industrial , 
and other functional co-operatives, can contribute to 
general economic development. 
c) By providing credit on reasonable terms to the middle 
classes, they can rescue them from the exploitation of 
moneylenders. 
d) By financing individual industrialist and artisans in 
urban areas, they can make a significant contribution 
to industrial development. 
e) They can provide intelligent, experienced and active 
leadership to the co-operative movement including 
the central and the Apex Co-operative Banks, which 
in view of their federal character draw their directors 
from member-insti tut ions.^ ' The same opinion was 
also expressed in RBI report on the survey of urban 
co-operative banks (1957-58). 
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The banking commission appointed by the government 
of India in February 1969 under the chairmanship of Shri 
R. G. Saraiya has observed as follows: 
Urban co-operative banks do useful work in 
mobilising deposits and financing the sector of small 
borrowers. Another useful activity is the financing of 
house construction and repair for members of the banks. 
Also, this type of banking provides a useful avenue for 
those who have the necessary ability to set up a bank. 
Similarly, the committee on Problems of Urban Co-
operative Banks in Maharashtra, appointed by the 
Government of Maharashtra in December 1974 under the 
chairmanship of the late Shri V. M. Joglekar, has 
commented on the performance of urban banks in 
Maharashtra in the following words: 
The performance of urban banks in Maharashtra, 
taken as a whole, is fairly satisfactory. Non-officials may 
trace the sustained growth over the years to the devoted 
and self-less management. Not only the number of urban 
banks has increased, but membership, which is a measure 
of people involvement, has also increased. Deposits have 
gone up considerably; the deposits from non-members are 
more than those of the members, which is a positive proof 
of the fact that the urban banks have secured the 
confidence of the depositing public of urban and semi-
urban areas. '^ 
The committee on Urban Co-operative Banks, 
popularly known as 'Madhava Das Committee ' , was 
appointed by the Reserve bank of India in September 1977; 
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it submitted its report in September 1978. The committee 
has observed that, despite various l imitations, urban banks 
have mobilised substantial local resources and striven to 
serve small borrowers. According to the committee, there 
is scope and need for the development of urban banks in 
some States. These banks are eminently suitable for filling 
up the existing credit inadequacies in urban and semi-
urban areas at comparatively lower cost of operations.^'* 
The foregoing sections show not only the continuous 
attempt and attention of the government and the RBI 
through different committees and commissions on the issue 
of urban co-operative banks, that it also shows the degree 
and direction of change in the co-operative credit policies 
in favour of urban co-operative banks. Therefore, the urban 
co-operative banking is having dominating position in the 
banking sector. 
GROWTH AND DEVELOPMENT OF UCBS IN INDIA: 
Growth before Independence 
While explaining the provision of the Co-operative 
Societies Act of 1904, all the urban credit societies 
including the urban banks were described as non-
agricultural credit societies. The government for the 
organisation of non-credit societies did not give special 
encouragement. They were expected to grow themselves 
without assistance from the State. The Maclagan 
Committee (1915) recommended the extension of co-
operation among the non-agricultural classes as a result of 
which a number of urban credit societies started coming 
into existence. 
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During 1913-1917 there was the bank failure in 
commercial banking sector. The failure of the commercial 
banks gave scope for the organisation of new urban credit 
societies. "The economic depression of 1930s severely 
affected the agricultural credit societies more than the 
urban credit societies, but the progress of urban societies 
was steady".^^ In addition, the inter-war period did not 
affect the urban credit movement as adversely as it 
affected the agricultural credit movement. This was 
possible due to the fact that during the period of 
depression, the fall in urban income was not as steep as in 
rural incomes. Another factor responsible for the stability 
of movement in urban areas was the comparatively high 
standard of managerial efficiency available in urban areas. 
Also, the Second World War provided a great stimulus to 
the urban credit movement. It attracted the large 
membership and deposits on account of the rise in money 
income.^^ 
In the year 1938 all the urban co-operative banks 
were included in the list of non-agricultural credit 
societies. There was no difference between an urban co-
operative society and the urban co-operative bank. An 
urban credit society having Rs. 20,000 as working capital 
and if it maintains fluid resources according to a standard 
fixed by the Registrar was designated as an urban bank in 
Madras, while in Bombay an urban credit society could be 
styled as an urban bank capital. But since 1938, it was 
only those urban credit societies which did banking 
business as defined by section 277(b) of the Indian 
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companies Act, then in force and had a paid-up share 
capital of not less than Rs. 20,000, were allowed to call as 
banks. The criteria of defining the urban banks in each 
state was different, because of which the data on urban co-
operative banks were not available on an all India basis. 
Prior to 1948-49 the data on all India basis were presented 
in the Review of Co-operative Movement in India; 
published by the Reserve Bank of India. Even these data 
suffer from various limitations as no uniform definition of 
1 1 
an urban bank was adopted by different states 
Growth before 1*' March 1966 
The extension of certain provisions of RBI Act, 1934 
and Banking Regulation Act 1949 to co-operative banks 
from 1^ ^ March l966 , necessitated the classification of 
growth of urban co-operative banks broadly into two 
periods: 
1. Before V March 1966 
2. After V^ March 1966. 
Growth before 1'* March 1966 
The growth and progress of urban banks before 1^ ^ 
March 1966 are shown in Table 3 .1 . 
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Table 3.1: Growth of urban co-operative banks before 
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Source: Ninth Indian Co-operative Congress, NCUI. 
Background Papers, 1982. 
It may be seen from the above table that 
1. The number of banks has increased by 14.84 percent 
from 1948-49 to 1965-66. The number of banks has 
gone up from 815 in 1948-49 to 936 in 1965-66. 
2. The membership has increased by 236.06 per cent 
during the above period. 
3. The owned funds, deposits and working capital 
increased nearly four-fold. 
4. The loans outstanding also increased by 4.58 times. 
5. Though the over dues increased from 1 crore to 5.51 
crore, the percentage of overdue to loans outstanding 
declined from 8.33 percent to 8.22 per cent. 
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Development of Urban Co-operative Banks in India 
(After r* March, 1966) 
We are concentrating our attention to the development 
of urban co-operative banks, which have occurred since 
1967-68 to 1999-2000. Since the implementation of the 
Banking Regulation Act 1949, the urban banks have grown 
rapidly, in order to push the rate of development of the 
economic activit ies, the central and the state Governments 
have taken the co-operatives as one of the instruments of 
economic development. An attempt is being made at 
discerning the trend of growth of urban co-operative banks 
by applying selected indicators that have been used for the 
analysis of the preceding period. 
We shall first examine the quantitative growth of 
urban co-operative in terms of the number of banks. It is 
revealed from the above table that the overall trend of the 
banks seems to have been increasing from 1967-68 
onwards. During two-and-a-half decades (1968 to 1992-
93), the number of banks increased from 1127 to 1437 in 
the last seven years ' period: 1993 to 2001. The number of 
urban banks reveals the fast trend of growth. But the 
percentage growth of the banks over the previous years 
shows wavering trend, i.e., 1987-88 the number of banks 
increased by 0.81 percent over the preceding years, 
thereafter the growth has slowed down a little less than 
2.22 percent in the year 1992-93 followed by 0.29 percent 
in the year 1997-98, over the preceding years. However, in 
the last two years the number of urban banks has increased 
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The owned funds of the urban co-operative banks 
show greater increasing trends during the period under 
study. The owned funds recorded an increase from Rs. 
27.70 crore in 1967-68 to Rs. 9754.00 crore in 1999-2000. 
Such an increase may be taken as a pointer to the increase 
in paid-up share capital and the banks ' improving profit-
earning capacity. If we study the recent growth of owned 
funds, it also shows that the owned funds have recorded a 
further spurt, i.e., the simple average growth rate worked 
out for the years 1992-93 to 1999-2000 are 96.59 percent, 
1014.84 percent, and 62.97 percent over their respective 
preceding ones. The overall average growth rate per annum 
works out to be 73.90 percent. From the above analysis we 
notice that the banks are particular about generating their 
internal resources. 
The operational efficiency of the banking sector 
depends upon the extent to which it can mobilise the 
surpluses of the public by way of deposit mobilisation. The 
lending activities are also dependent upon the deposit 
mobilisation. The deposits can be mobilised from their 
members as well as from the non-members. The growth of 
deposits during 1967-68 to 2000 shows an increasing trend. 
The per annum average growth in deposits during the 
period, 1982-83 to 1999-2000 was 48.87. The progress in 
the deposit mobilisation could be attributed to the close 
intimacy between the board of directors and the members. 
Moreover, the urban banks have the statutory permission to 
give higher rate of interest on deposits than the public and 
private sector banks. 
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The working capital of the urban co-operative banks 
has increased from Rs. 143.99 crore to 91457.00 crore 
during the period, 1967-68 to 1999-2000. If we study the 
growth of working capital from 1982-83 to 2000, it shows 
that there was a steady increase in the working capital. The 
annual average growth rate works out to be 46.54 during 
the recent years. Due to the increasing number of banks, 
owned funds and deposits, there was remarkable progress 
in the working capital of urban co-operative banks. 
The amount of loan outstanding went from Rs. 
92.84 crore in 1967-68 to 45856.00 crore in 1999 -2000. If 
we study the recent years ' growth, it will be observed that 
on an average, outstanding loans have increased by 52.45 
percent per annum. 
IMBALANCE IN THE DEVELOPMENT OF UCBs IN 
INDIA 
In the growth of urban co-operative banks, certain 
regional imbalances seem to have occurred over the period 
under study. The urban banks were concentrated in States 
like Maharashtra, Gujarat, West Bengal, Andhra Pradesh, 
Karnataka and Tamil Nadu. Many committees and reports 
have pointed out the imbalances. The sixth Indian Co-
operative congress said that. 
The development of existing urban banks is uneven; 
the states like Maharashtra, Gujarat, Madras, Andhra, 
Mysore and Madhya Pradesh have made progress in the 
development of urban banks. In certain large regions 
including states like U.P. , the progress of urban banks was 
insignificant 
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There are various socio-economic polit ical reasons 
for the imbalances in the growth of urban banks. One 
general cause is that the economically advanced States are 
able to develop the cooperative sector. The leadership and 
official support were also responsible for the imbalances. 
Whenever the industrial development had taken place, the 
urban banks had grown rapidly. The Reserve Bank of India 
Survey on urban co-operative banks pointed out that the 
high level of development of urban co-operative banks in 
some states appear to be the result of the efforts and 
services of enthusiastic and capable non-officials in these 
states^^. The non-official leadership was the main factor, 
which made Maharashtra to stand the forefront of other 
states as far as the development of urban banks was 
concerned^°. 
State-wise Position of UCBs in India 
Table 3.2 gives a comparative picture of urban co-
operative Banks in India. The table reveals the following 
facts in respect of uneven development of urban banks: 
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Table- 3.3 State wise Position of Urban Co-operative 
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Source: Arranged from the 25 annual report, 2000-01, 
published by NAFCUB (National Federation of Urban 
Co-operative Banks and Credit Societies Ltd.) 
N.B. Figure in brackets indicates percentage. 
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1. The state of Maharashtra had emerged as one of the 
leading states in respect of the urban co-operative 
banks among all the states of the Indian Union. 
2. The six states, viz., Maharashtra, Gujarat, Karnataka, 
Andhra Pradesh, Tamil Nadu, and Madhya Pradesh, 
account for 84.2 percent of the total number of banks 
in India, 91.63 percent of the total deposits and 92.34 
percent of the loans advanced during the year. The 
data show that the share of the remaining states was 
negligible. 
3. As regards the per bank average deposit, Goa ranks 
the first followed by Maharashtra and Gujarat. 
It is noticed from the table that if we exclude the 
development of urban banks in six states, the development 
made by all other states accounts for very low share. 
Therefore, there is a need for the removal of the regional 
imbalances in the development of urban co-operative banks 
viz. , the Reserve Bank of India, the National Federation of 
Urban Co-operative Banks and the Credit Societies Ltd. 
The State Urban Co-operative Banks Federation should 
take special efforts. An 'area planning' should be 
implemented in the uncovered regions of the country. The 
RBI should liberalise its l icensing policy and relax the 
share capital requirement while registering such banks. 
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SOME ACHIEVEMENTS OF UCBS AND ROLE OF 
NATIONAL FEDRATION OF URBAN COOPERATIVE 
BANK AND CREDIT SOCIETIES LIMITED, NAFCUB. 
Inclusion of UCBs in the Second Schedule of RBI 
The committee set up to examine the issues raised by 
the national federation of urban co-operative Banks and 
credit societies, submitted its report in February 1987. 
Almost all the recommendations of the committee have 
been accepted and a necessary follow up action was taken 
by R.B.I. A significant outcome of these recommendations 
was the decision to accord scheduled bank status to 
selected urban co-operative banks. The government of 
India has issued an order for publishing the notification in 
the official Gazette in which 11 banks were accorded the 
status of scheduled banks. 
One of the demands at every conference/seminar of 
urban co-operative banks in respect of district level, state 
level, or all India level, has been the passing of unanimous 
resolution requesting for the declaration of urban banks as 
scheduled banks. The main reason for such a demand has 
been although many of the shareholders of such urban 
banks are associated with one or the other public trust as 
its t rus tees ' members of the local bodies, etc. They could 
not keep any of their funds in the urban banks. Similarly, 
number of shareholders of the urban banks who were 
dealing with the government undertakings, public sector 
corporations, etc. including the Indian oil corporation. 
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Hindustan Steel and some of the corporate bodies such as 
"Ceat Tyres Ltd., etc. were refusing to accept the 
cheques/pay slips issued/drawn on urban co-operative 
banks, as they were non-scheduled banks. 
By a notification dated 18 August 1988, issued by the 
R.B.I, the eleven banks, which has time and demand 
liabil i t ies of Rs. 50 crore and above were notified for 
inclusion in the second schedule to the R.B.I. Act. 1934. 
However, it is now increased and licensed UCBs whose 
demand and time liabilities are not less than Rs. 100 crore 
qualify to be included in the second schedule to the RBI 
act 1934. The number of schedule urban co-operative 
banks, which stood at 29 as at the end of March 1998, 
increased to 51 as at the end of June 2000. 
The effective data for becoming schedule banks was 
September 1988. One can regard the said date as red-letter 
day in the history of urban co-operative banking 
movement. It is heartening to note that said achievement 
has coincided with the celebration of 100 years of co-
operative banking movement in the country. The salient 
features of inclusion of urban banks in the second schedule 
are as under. 
1. The conference of schedule status on the bank would 
project its image amongst general public. 
2. The bank would be eligible for refinance facilities 
from the R.B.I, and industrial development bank of 
India directly instead of through state co-operative 
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banks. This should help the bank in enlarging the 
industrial loan portfolio. 
3. The bank can avail itself of the Reserve Bank of India 
remittance facilities scheme. 
4. The bank will be in a position to accept deposits from 
local bodies, quasi-government organisations and 
religious and charitable insti tutions. 
5. The bank can issue guarantees to state and central 
government departments in favour of its clients. It 
can also issue cheques/pay orders of settlement of 
dues of the clients of the bank in favour of public 
sector organisations. 
Although the big urban banks have been declared as 
schedule banks, yet it may not be able to get the 
recognition of such banks by all the public sector 
undertakings / corporations, etc. Earlier rules of all the 
undertakings were recognising schedule banks as approved 
insti tutions for all the banking transactions. Now rules of 
many of these undertakings have been amended notifying 
only the Nationalised Banks as approved banks, hence 
there is a doubt as to how far the scheduling will benefit 
the urban banks. Knowing the deficiency, there is a 
demand by the urban banks to lower the cut-off line in 
terms of time and demand liabili t ies for being eligible to 
0 1 
be included in the second schedule 
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• High Power Committee of RBI on UCBs 
It would be useful to look at the Narasimham 
Committee recommendations. The committee suggested 
that RBI should review the entry norms in respect of UCBs 
and prescribe revised prudent minimum capital norms for 
them. To achieve an integrated system, the committee 
recommended that UCBs should also be brought within the 
ambit of the board of financial supervision. In response to 
these recommendations of the committee, the RBI has set-
up a high power committee on the urban co-operative 
banks under the chairmanship of Shri K. Madhava Rao, 
former chief secretary to the Government of Andhra 
Pradesh to review the performance of UCBs and suggest 
measures to strengthen them. The financial 2000-2001 
began with the organisation of 8 All India Conference of 
Urban Co-operative Banks and credit Societies. The 
conference suggestion the following recommendations. 
I. High Power Committee of Reserve Bank of India on 
Urban Co-operative Banks 
The conference deliberated the recommendations of 
the High Power Committee and felt that by and large the 
recommendations are in the interest of Urban Co-operative 
Banks, but suggested the following modifications: 
1. Entry Point Norms (EPNs) 
The EPNs recommended by the High Power 
Committee are too high and should be revised as suggested 
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NAFCUB, concept of unit banks is a welcome step in this 
direction and relaxation to special category of banks may 
be continued and the banks organised by minority may be 
given same relaxation as given to banks for SC/STs. 
2. Professional Directors 
The conference appreciates the need to have 
experienced and professional directors on the boards of 
urban banks but feels that such persons may not always be 
available/elected to the board. It recommends that this 
condition may not be insisted upon; instead two persons 
with requisite qualifications may be co-opted in the board. 
3. Promoter Director 
To the suggestion of High Power Committee that 
Promoter Director should not be a defaulter to any 
financial institution of bank and no criminal proceedings 
be there, the conference records that the term defaulter 
may clearly be defined and condition regarding the 
criminal proceedings should be dropped because such a 
provision is likely to be misused in certain cases because 
of mutual r ivalries, etc. Similarly, conference feels that 
the financial means of promoters are not as important as 
their standing in the societies; their honesty, integrity and 
organisational capabilities and therefore this condition 
may also be dropped. 
A regards the condition that the promoter should not 
be director in chit fund, NBFCs or commercial banks, the 
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conference feels that experienced directors of a 
cooperative bank may be.useful in organising a new bank 
and therefore, the condition of promoter not being a 
director in any cooperative bank may be dropped. 
4. Mahila Banks 
The conference feels that the Mahila banks should be 
recognised as effective instruments of socio-economic 
change and as a vehicle of economic empowerment of 
women especially from the middle class and weaker 
section of societies. It recommends that the state 
governments should encourage the formation of Mahila 
banks by providing one time start up monetary support of 
3-5 lakh, and waiving off the audit fee for the first 3 years. 
The RBI should permit the enrolment of 25% male nominal 
members to allow Mahila banks provide membership to 
males up to 30-50% with non-voting shareholding to 
augment share capital or allow Mahila banks to fully enrol 
male members after they attain the entry point norms 
prescribed for the general banks in a centre. 
5. Opening of Branches/Extension Counters 
The conference observes that the condition that bank 
should not open more than 10% of its total branches 
subject to a minimum of one branch per year, will obstruct 
the growth of good and professional run banks. 
As regard the opening of a branch in a district other 
than the district in which a bank is registered within a 
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state, it net worth be equal to entry capital prescribed for 
highest centre was not acceptable and it was not 
recommended that when a bank wishes to extend its area of 
operation to the entire State, the required net worth of the 
bank could be equal to that as prescribed for the highest 
category. 
In respect of opening of extension counters. 
Conference suggests that those banks that fulfil all the 
criteria required for opting the Annual Action Plan should 
be permitted to open extension counter if they have 
included opening of such extension counters in their 
Annual Action Plan. 
6. Multi-State Banks 
The stipulation of Rs. 50 crore as minimum own funds 
for banks to be registered under the Multi-State 
Cooperative Societies Act is highly impractical. Hence, it 
is recommended that the banks with own funds of Rs. 10 
crore and above may be permitted to open their branches in 
other states. 
7. Unlicensed Banks 
The conference endorses the stipulation given to be 
obtained by unlicensed banks by March 3 1 , 2002 and 
suggests that the condition for making profits during each 
of the last three years may be reduced to two years only. 
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8. Weak Banks 
The Conference recommends that for the banks to be 
considered as weak, the history of showing net losses 
should be three years instead of two years as at present. 
The Conference also recommends that the banks may be 
categorised as "weak" or "sick" only if they come under 2 
out of 3 parameters given and not any one of the three, as 
recommended by the HPC. 
9. Capital Adequacy & Share Capital 
The conference feels that the process of introduction 
of CRAR to UCBs should be phased over four years 
starting from March 31 , 2001. The conference also feels 
that 5% of the capital as a ceiling of maximum 
shareholding by any member is too low and should be 
raised to 15%. 
In order to enable the banks to augment their share 
capital the conference suggests that the introduction of 
concept of non-voting shares, which may be transferable 
either at premium or at discount depending upon the 
performance of the bank should be seriously considered. 
10. Roles of RBI & Cooperative Departments 
The conference appreciates the recommendations of 
the High Power Committee to bring specifically the 
banking related functions under the sole purview of the 
Reserve Bank of India and Cooperative function under the 
domain of Registrar cooperative societies. It is, however. 
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suggested that the powers of suppression of the board by 
the Registrar even for any cooperative issue should be 
subject to prior consultation with and consent of the RBI. 
11. Amendment in BR Act to delete word 'Primary' 
from the Urban Co-operative Banks 
The recommendations of the High Power Committee 
to amend BR Act to enable the Urban Cooperative Banks to 
enrol any cooperative society other than the credit society 
or urban cooperative banks as member is most welcome 
and recommends that amendments to section 7 and section 
5(ccv) which are long overdue should be done as 
recommended at the conference. 
12. Audit by Chartered Accountant 
The recommendation of the High Power Committee to 
transfer the audit function to RBI under section 30 of the 
Banking Regulation Act is welcome. Conference 
recommends that till the time this be implemented, RBI 
may advise State Governments to allow the audit of urban 
cooperative banks to be conducted by the chartered 
accountants who are on the panel of RBI. 
13. Power to RBI to Remove any Director/C.E.O. 
The recommendation of the High Power Committee 
vesting absolute powers with RBI to remove any director 
or C.E.O. is not in conformity with the democratic 
functioning of the Urban Cooperative Banks where the 
General Body has the final authority in all such matters. 
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The conference believes that such arbitrary powers should 
not be given to the RBI. 
14. Membership of Clearing House 
The Conference recommended that the entire banks, 
which are licensed by RBI, should be accorded immediate 
membership of clearinghouse without any difficulty/ 
discrimination. 
15. Formation of Apex Banks of Urban Cooperative 
Banks 
The conference observed that the High Power 
Committee has not made any recommendation regarding 
the formation of apex bank at the state level and 
recommended that the RBI should encourage organisation 
of such banks in all the States. 
II. Management of Investment 
Under the deregulated interest regime it is important 
for the UCBs to gain expertise in Asset/Liabil i ty 
Management & Management of Investment in Government 
Securities for maximum returns with minimum risk and 
high liquidity for sustainability of banks. 
III. Information Technology in UCBs 
Information Technology (IT) has become the 
backbone for the operational success of any organisation. 
In banking sector IT has assumed a greater importance 
under the deregulated and competitive environment. 
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ATM/Tele banking, credit cards, electronic transfer of 
funds, consumer banking, etc. are the IT related services, 
which tend to increase the customer 's satisfaction. The 
conference feels that banks should ensure that the 
technology developed by them is flexible enough to allow 
necessary changes and to carry out corrections or 
undertake corrective measures. 
IV. Management of NPAs 
The conference believes that managing NPAs is one 
of the crucial functions of the bank's management and 
suggests that members of the board of UCBs should be 
thoroughly conversant with all the prudential norms 
equipped with the tools to oversee the management of 
NPAs on regular basis. 
V. Issues Relating to Cooperative Societies 
The conference recommends the following: 
1. In case of salary earner societ ies ' law should 
empower employer to deduct/recover loan from 
salaries and deposit it immediately with society. 
2. Employer should provide accommodation within the 
premises for running a salary earner society. 
3. Tax relief on Thrift fund and Guarantee funds should 
be given. 
4. In case of lock-out/closures of organisation the 
society should be allowed to function. 
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5. In respect of housing loans extended by Societies, tax 
paid certificates issued by the employee's cooperative 
institution while computing tax liability of the 
concerned loanee employee may recognise tax paid 
certificates issued by employees cooperative credit 
societies. 
INTERACTION WITH RBI 
The federation during the year 2000-2001 had very 
close interaction with the RBI and was able to achieve 
significant successes on various operational issues 
covering UCBs. Some of the important issues are as under: 
I. Immediate Credit of Outstation and Local Cheques 
up to Rs. 7500/-
As a part of improving customer services in UCBs the 
RBI has allowed scheduled UCBs to enhance the present 
ceiling of Rs. 5000/- to Rs. 7500/- for immediate credit of 
local as well as outstation cheques. 
II. Payment of Balance in Accounts of the Deceased 
Customers to Survivors/Claimants 
The RBI has advised urban cooperative banks that the 
requirement of insisting on production of succession 
certificate from the legal heirs should be totally withdrawn 
irrespective of the amount involved. But the banks should 
adopt such safeguards while settling claims, as they 
consider appropriate including taking of indemnity bond. 
In case where dispute is there and where indemnity is not 
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available banks can insist on production of succession 
certification. 
III. Maximum Limited on Advances-Limit on Credit 
Exposure 
The RBI has lowered the credit exposure ceiling in 
respect of individual borrower from present 25% to 20% of 
bank's capital funds to be attained by the end of March 
2002. This reduction has been made to bring urban 
cooperative banks close to the international standards of 
15% in respect of the above. Similarly, in the case of 
computation of capital funds the free reserves were 
redefined to exclude bad and doubtful debts ' reserves, 
depreciation in investments and other assets and other 
outside l iabil i t ies. This is aimed at standardising the 
capital funds and thereby strengthening the capital base of 
the bank. 
IV. Revision of Licensing Policy of new Urban Co-
operative Banks 
The RBI on the recommendation of the High Power 
Committee has revised the licensing policy of new urban 
cooperative banks with main thrust on strong start up 
capital and professional background of promoters for the 
better corporate governance. The entry point norms have 
been revised upward and concept of unit bank has been 
introduced as a relaxation in setting up of new urban 
cooperative banks. Relaxation in entry point norms for the 
special category of banks like those organised by the 
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Mahila banks, SCs/STs, banks organised in less/least areas, 
North East states, Sikkim, Daman & Diu, Andaman & 
Nicobar Islands, Lakshadweep regions and tribal and 
desert areas as declared by the specified authority of the 
state concerned continue to be there. 
V. Monetary & Credit Policy Measuring-Relaxations 
to Urban Co-operative Banks 
The RBI in its mid-term review of monetary and 
credit policy for the year 2000-2001 has given certain 
operational autonomy to the urban cooperative banks as 
given below: 
a) Certificate of Deposits (CDs) Scheme 
The minimum lock in period of 15 days for the 
transfer of CDs has been withdrawn by the RBI that 
provide flexibility and depth to secondary market and 
operational freedom to urban cooperative banks. 
b) Deregulation of Charging of Penal Interest 
As per extant guidelines of RBI, overall 
penal/addit ional interest to be charged by the bank should 
not exceed 2% over and above the rate of interest 
application/normally charged to the respective borrowers, 
which has been deregulated and left to the respective banks 
to decide. 
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VI. Calendar of Reviews-Matters to be Placed before 
the Board of Director of UCBs 
The business plan of UCBs may be prepared annually 
and reviewed at quarterly intervals. This will help urban 
cooperative banks to plan their business strategies of 
growth and profitability. 
VII. Rate of Interest on Advances Against Term 
Deposits 
The RBI has relaxed the existing guidelines on 
advances against the term deposits. Banks are free to 
determine the rate of interest on all the advances against 
the term deposits of borrowers in their own name 
irrespective of the amount of advance, without reference to 
minimum lending rate. However, advances against 3^'^ party 
deposits will continue to be charged at the minimum 
lending rate of 13% even if the rate of interest is lower 
than 13% limit. 
VIII. Priority Sector Lending 
a) Agriculture Lending 
The RBI in order to provide more avenues for banks' 
lending to agriculture and increasing the out reach of 
banks in rural areas, has decided that lending by scheduled 
UCBs to non-banking financial companies (NBFCs) for on 
lending to agriculture may be reckoned for the purpose of 
priority sector lending as indirect finance to agriculture. 
b) Credit Deployment to SSI Secto 
The RBI, following the decision of the Government of 
India has advised the urban cooperative banks that all the 
industry related services, business enterprises with 
investment up to Rs. 10 lakh in fixed assets excluding land 
and building will be eligible for benefits as small scale 
services business (industry related) Enterprises (SSSBE) as 
against Rs. 5 lakh at present. 
c) Loans to Software Industry 
Hitherto only scheduled urban cooperative banks were 
permitted to give loans to software industry. RBI has now 
relaxed this stipulation and has allowed all urban 
cooperative banks to extend loans to software industry as 
priority sector advances. It is advised that loans to 
software industry having credit limit up to Rs. one crore 
from the Banking system will be eligible for inclusion 
under the priority sector. However, small loans given to 
software professionals etc. up to Rs. 5 Lakh will continue 
to be covered and reported under the "loans to 
professionals and self employed". 
IX. Branch Advisory Committee 
The Branch advisory committees were constituted 
with limited power to sanction loans etc. for branches 
situated at a distance of more than 25 kms from the Head 
office. The RBI, by relaxing the existing condit ions, in 
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fact, has now delegated the powers to respective boards of 
the banks to decide on such issues. 
X. Recognition of Type Retreating & Coffee Curing/ 
Processing Activities as SSI 
The RBI has included tyre retreating activity (through 
cold/hot processes) and coffee curing/ processing activity 
in S S I . " 
GROWTH AND DEVELOPMENT OF UCBs IN 
RAJASTHAN 
"A well run co-operative banking progress can 
finance a large number of small entrepreneurs ' cooperative 
bank; can also attract a small saving especially if they go 
to the people instead of expecting them to come to them, 
waiting long hours and filling forms" -Indira Gandhi. 
Credit co-operative in urban areas cover a wide field. 
These include the urban cooperative banks, where deposits 
are usually withdraw-able by cheques and which carry on 
normal banking functions. Employees co-operative credit 
societies including the factory worker ' credit societies, 
which receive deposits from and meet the requirements of 
permanent or semi permanent salary earners in a particular 
organisation and other types of non-agriculture credit 
societies catering to a particular profession such as 
weavers and fisherman, or a particular community or 
religious group. 
79 
The urban co-operative movement was started to 
protect the middle classes and men of small means from 
the clutches of moneylenders and to inculcate the habits of 
thrift and savings amongst them. The inspiration to 
organise these societies in India was derived from the 
success of similar institutions in Germany and Italy in the 
later half of the nineteenth century. Initial work was done 
at Baroda, followed by the organisation of these societies 
in Madras while states of Bombay and Mysore. 
The beginning of urban co-operative credit societies 
movement in Rajasthan was made in 1919 with the 
establishment of Ajmer credit society and annual X-Mas 
co-operative societies in Ajmer-Marwara for the year 
ending June 1920. The establishment of these two 
societies provided impetus to the urban credit movement 
and within the next two years more such societies were 
started for salary earners on communal or occupational 
basis.^"^ 
Among the erstwhile princely states, the urban credit 
movement was organised first in Kota. There were three 
departmental employees ' societies in 1924.^^ In these 
societies members used to deposit fixed sum every month 
according to their salaries and thus, these societies served 
as serving banks for only employees. Loans were given to 
members only in emergency at 9% rate of interest. 
An urban co-operative bank has been defined as one, 
which has organised for accepting deposits from the public 
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which are usually repayable by cheques and which carry on 
normal banking business. 
However, first urban co-operative banks were 
established on 15 April 1959 named as Urban Co-operative 
Bank Ltd Jaipur. In the same year as on 17-12-1959, Baran 
Nagrik Sahakari Bank Ltd., Baran was established. 
In Rajasthan, a decade ago, there were only 12 urban 
cooperative banks and 3 salary earners ' societies; since 
then rapid changes have taken place. At the end of June 
20001, number of Urban Cooperative Banks including 
salary earner's societies rose to 4 1 ; including 6 Mahila 
urban cooperative banks. 
Out of 41 urban cooperative banks (inclusive of 3 
salary earners societies) 38 banks have been issued 
licenses Under section 22 of the Banking Regulation Act, 
1949 (AACS), 10 Urban cooperative Banks have been 
categorised as weaker banks as they do fulfil viabili ty 
norms as prescribed by the RBI. 
22 Urban Cooperative Banks out of 41 banks have no 
branches at all. Total number of branches is 128 (including 
2 extension counters) . The 7 districts of Jaisalmer, 
Dungarpur, Banswara, Tonk, Jhunjhunu, Hanumangarh and 
Karauli do not have any Urban Cooperative Banks. 
Elected boards govern the banks except for 9 banks, 
which are governed by the Co-operative Department that 
there is dual control of the state government and the 
banks ' elected boards. Recently, one Lok Vikas Urban 
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Cooperative Bank Ltd. has gone into liquidation and it has 
ceased functioning. 
The governance of the banks is influenced and 
constrained by the vested interest of its board members. 
There is an excessive interference of the state government 
in the day-to-day functioning of the banks. There is no 
professionalism in the functioning of the banks. Staffs 
posted by the cooperative department do not possess the 
requisite banking qualifications and therefore, banks face 
difficulties in their smooth functioning. However, number 
of Urban Cooperative Banks is on the rise and they are 
increasingly meeting the credit needs of the economy and 
are an important segment of financial mediation. 
FINANCIAL POSITION OF URBAN CO-OPERATIVE 
BANKS IN RAJASTHAN (1991-92 TO 1999-2000) 
We are concentrating our attention on the position of 
the UCBs in Rajasthan since the first UCB was established 
in 1959. But, due to the non-availabili ty of data, analysis 
is not possible from 1959. An attempt is being made at 
discerning the trend of growth of urban co-operative banks 
in Rajasthan by applying the selected indicators that have 
been used for the analysis for the period 1991-92 to 1999-
2000. 
We shall first take the quantitative growth of urban 
banks in terms of the number of banks. The overall trend 
(Table 3.4) of the urban banks seems to have been 
increasing slowly from 1991-92 onwards. During the one 
decade the number of banks increased from 23 to 39. In 
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this period the number of urban banks reveals the slow 
trend of growth and the annual average percentage of 
growth of the banks increased by only 7 percent, but the 
percentage growth of the banks over each previous year 
seems to be declining, i.e., in the year 1995-96 and 1997-
98. However, during 1999-2000, the number of urban co-
operative banks has increased by 21.19 percent. 
The share capital of the urban co-operative bank has 
increased from Rs. 3.43 crore to Rs. 19.16 crore during the 
period, 1991-92 to 1999-2000. If we study the growth of 
share capital it shows that except the year 1992-93, there 
was a steady increase in the share capital. The annual 
average growth rate works out to 24.2 percent. 
The owned funds of the urban co-operative banks 
show greater increasing trend during the period of our 
study. The owned funds recorded an increase from Rs. 3.43 
crore in 1991-92 to 77.00 crore in 1999-2000. This 
increase may be taken as an indicator to the increase in 
share capital , and the banks improving profit-earning 
capacity. The overall average growth rate per annum works 
out to be 57.10 percent. From the above analysis, we 
notice that the banks are particular about generating their 
internal resources. 
Deposit constitutes one of the primary sources of 
external capital and forms the very life of banking 
organisation. The deposits are really a loan to cooperative 
banks. Deposits help the banks to reduce the quantum of 
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borrowings from the financial agencies ' the lending 
activit ies. The growth of deposits during 1991-92 to 1997-
2000 shows an increasing trend except in 1992-93. The per 
annum average growth in deposits was 29.56 percent 
during recent years. The progress in the deposit 
mobilisation could be attributed to the close intimacy 
between the board of directors and the people of operating 
areas. 
Table 3.4: Financial Position of Urban Co-operative 
Banks in Rajasthan (1991-92 to 1999-2000) 






















































































Source: Annual Reports of Co-operation Office of the 
Registrar of Co-operative Societies, Jaipur, 
Rajasthan 
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The amount of loans went from Rs. 48.36 crore in 
1991-92 to Rs. 351 crore in 1999-2000. If we study the 
recent years ' growth, it will be observed that, on an 
average, loans have increased by 29.56% per annum. 
The working capital of the urban banks have 
increased from 13.45 crore to 759.00 crore between 1991-
92 and 1999-2000. If we examine the growth of working 
capital during this period, there is a steady increase in the 
working capital. The annual average growth rate works out 
to be 34.29. Due to the increase in owned funds and 
deposits , there was remarkable progress in the working 
capital of urban cooperative banks. 
It may be concluded that the urban co-operative 
banking movement in India, which had its origin in the 
year 1889, has shown significant progress. Three 
landmarks mark the growth of the movement: the first was 
the extension of Banking Regulation Act 1949 to the 
cooperative banks in March 1, 1966, the second was the 
appointment of the committee of urban co-operative banks 
(Madhavdas Committee) in 1974 and the third was the 
appointment of a High Power Committee on the UCBs. The 
extension of BR Act paved the way for the healthy growth 
of the movement bringing about the financial discipline 
under control. If we study the growth of urban co-operative 
banks in Rajasthan in respect of number of banks, owned 
capital deposits, loan outstanding, and working capital , 
etc. it will be seen that the progress of urban co-operative 
banks in the state is not praise-worthy as compared to 
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other states like, Maharashtra, Gujarat, Tamil Nadu, and 
Karnataka. However, there is imbalance in the development 
of urban banks in India as well as in Rajasthan. The urban 
cooperative banks improve the present trend of growth one 
can expect that the weaker section of the people, who are 
their main clientele, will be benefited much. Thus, the 
banks are poised to play an important and effective role in 
achieving the objects of economic plan. The next chapter 
deals with the "marketing of services by UCBs in 
Rajasthan". 
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URBAN COOPERATIVE BANKS AND MARKETING OF 
BANKING SERVICES IN RAJASTHAN 
It has been revealed from the previous chapter that 
the growth of UCBs has been remarkable after 1990. And 
UCBs play crucial role in the economic development of the 
state. Survival and progress of banks are mainly influenced 
by their ability to market qualitative service to different 
classes of customers rather than the volume of their capital 
resources or the size of banks. Banks have to depend upon 
the human resources for their survival and progress. It 
follows that banks should prosper and make progress not 
merely in the interest of the community and the country at 
large but also their own interest and also in the interest of 
their employees. 
Customer service, which is deteriorating quite against 
the fundamental obligation of the banker, is not a recent 
phenomenon; Complaints of poor customer service are 
generally heard in public sector banks, particularly in big 
towns. The quality of customer service is continuously 
deteriorating from bad to worse. 
Important service that the bank can render the society 
on the whole today is to reduce the high lending rates and 
make them purposefully realistic with some relation to 
deposit interest rates paid in banks. The banks should be 
able to settle the transactions of the customers quickly. 
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and at just one point. The customers should be guided 
properly and satisfactorily. 
Customer service refers to the service function of the 
banking organisation that permeates both banking and 
ancillary services. The success of a bank depends upon the 
range and quality of service offered to its customers. The 
range of services covers 
• Mobilising Deposits 
• Remittances and Transfers 
• Collections of Bills Accept or Endorsed by the Members 
• Loan & Advance Facilit ies 
• ATM Facilities 
• Non-residential Account Operation 
• Trade Introduction 
• Credit Information 
• Periodical Payments Under Standing Instructions 
• Arranging of investments 
• Safety locker facility 
• Overdraft facility 
• Execution of trustee services 
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Among these, urban banks render only a few of the 
services. None of the banks offer non-residential account 
operation, trade introduction, credit information, arranging 
of investments and execution of trustee services and ATM 
service. Some of the services as mentioned above require 
technical know how and experienced persons in that field 
must be hired. Moreover, the volume of transactions may 
not be sufficient to cover the large overhead charges. 
Therefore, the urban banks by their nature cannot offer 
such services. Thus, it is seen that the range of services 
rendered by the urban banks is limited and this reduces 
their capacity to compete with the commercial banks. 
DIFFERENT TYPES OF ACCOUNTS CUSTOMER CAN 
HAVE WITH BANKS 
A bank is essentially an intermediary of short-term 
funds. A good banker is one who effectively mobilises the 
savings of the community as well as makes such use of 
saving by making it available to productive and priority 
sector of economy, traditionally the banker used to accept 
three types of deposits viz. current, fixed and saving 
deposits . But, because of the intense competition for 
resources, there are a variety of other innovations 
introduced by the bankers in the recent times. 
I CURRENT ACCOUNT 
A current account is a running account with amounts 
being paid into and drawn out of the account continuously. 
These accounts are also called demand deposits or demand 
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l iabili t ies since the banker is under an obligation to pay 
the money in such deposits on demand. The account 
becomes time barred, because the limitation does not run 
until the customer on the bank for the payment of deposit 
makes a demand. These accounts are generally opened by 
he business houses, public insti tutions, corporate bodies, 
and other organisations whose banking transactions are 
numerous and frequent. Some of the special features of 
current accounts are discussed below: 
1. Accounts can be overdrawn by special arrangement with 
the bank. Cheques drawn without such special 
arrangements are not only dishonoured, but the bank 
also reserves to itself the right of closing such accounts 
without notice to the customer. Few banks also charge 
Rupee 1 for dishonour of a cheque drawn against 
insufficient balance. 
2. Accounts can be opened free of charge for firms or 
individuals known to the bank or properly introduced. 
No account is opened for a sum less than Rs. 100. The 
same minimum balance is to be maintained to keep the 
account running. A minimum and maximum of 12 paise 
per month will be charged/made if the daily credit 
balance in an account is less than Rs. 100/- or any one 
day or number of days during the month. 
3. As these deposits are payable on demand, banker is 
obliged to keep larger cash receive than are needed in 
the case of fixed and saving deposits. That is why banks 
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do not pay any interest on credit balances in current 
accounts. On the other hand, a moderate charge is made 
each half-year to cover incidental expenses and to offer 
adequate remuneration for the labour involved in 
keeping the account. This charge is the one familiarly 
referred to as incidental charge. 
Besides the above, rules of business relating to current 
accounts provide for the following: 
1. Only the chequebook supplied by the bank should be 
used and the constituents are requested to sign in the 
same style as the specimen given to the bank. Cheque 
must be drawn in ink and all alterations made in a 
cheque must bear the full signature of the drawer and 
the bank reserves the right to refuse payment of 
cheques, which have been altered and are not so 
signed. 
2. The following cases of cheques may not be honoured. 
a) Cheques drawn against unrealised credit. 
b) Post dated cheques 
c) Cheques drawn for amount in excess of balance at 
credit unless special arrangement is made previously. 
d) Cheque dated more than six moths prior to 
presentation. 
e) Cheque being altered in any way, alterations being 
not confirmed by the drawers signature in full and 
93 
f) Cheque drawn on forms other than those supplied by 
bank. 
3. The bank has reserved to itself the right to 
appropriate the deposits and securities of customers 
towards their obligations. 
4. The bank reserves to itself the right of closing an 
account after previous intimation if it is not operated 
upon satisfactorily or for any other reason 
whatsoever. 
II. SAVING ACCOUNTS: Saving accounts are mainly 
meant for non-trading customers who have some 
potential for saving and who do not have numerous 
transactions entering their accounts. Salaried class of 
lower and middle-income groups, small traders and 
farmers mainly open such accounts. 
Who Can Open a Saving Account? 
1. By a person on his/her own behalf. 
2. By more than one person payable to any one or more 
of them or survivor or survivors. 
3. In which case a declaration as to a guardian on behalf 
of minor should obtain the date of birth of the minor. 
4. By minor himself/herself for reasonable amounts 
provided the minor produces satisfactory proof of 
his/her date of birth. 
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5. By secretaries, t reasurers, managers or other officers 
of non-trading concerns such as schools, clubs, 
hospitals , religious and charitable inst i tut ions. 
However, in these cases, necessary information 
should be furnished regarding rules byelaws of such 
institution to the bank when the account is opened. 
6. Saving bank account in the name of trading concern 
(proprietorship, firm or joint stock company) can be 
opened for placing their special funds such as 
provident fund, etc. but they cannot open saving bank 
accounts for conducting trade. 
III. RECURRING DEPOSIT OR CUMULATIVE 
DEPOSIT ACCOUNTS 
This is a variant of saving account and provides for 
gradual and yet steadies way to save every month for any 
project, small or big, e.g., radio, refrigerator, car or house 
or for lumsum payment of taxes, premium, etc. useful even 
for the business and industrial houses to provide for the 
payment of dividends, taxes and other payments. 
Deposits may be made in multiples of Rs. 5 every 
month for a period ranging from 12 to 72 months. The rate 
of interest is similar to the rates offered on fixed deposits , 
but the interest is compounded. 
The depositor is allowed to close the account before 
maturity, but is allowed lesser rate of interest depending 
on the period for which the deposit has run. These 
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accounts are transferable from one branch to another 
without charge. Account can be opened by a person 
himself/herself, by more in the name of a minor and even 
by a minor. The monthly instalment must be paid before 
the last working day of that month. The deposit matures 
after a month from the last instalment. 
IV. FIXED DEPOSITS : Fixed deposits constitute a very 
important resource for banks, as bank need not keep 
greater resources in respect of such deposits. Fixed 
deposits are money deposited by the customers for a 
fixed period, which ranges from 15 days to 120 
months. These deposits are repayable subject to a 
period of notice and not on demand. The bank 
receives fixed deposits for sums of not less than Rs. 
50/-. 
For opening of a fixed deposit account no 
introduction or reference is required. However, the 
depositor is required to fill in an application form giving 
the particulars regarding the amount and period of deposit. 
Along with the application form, he/she has to give 
specimen signatures on a card. 
For the amount placed on a fixed deposit the banker 
gives deposit receipt which states the amount received 
towards the deposit, the rate of interest, the name of the 
person from whom it is received and the period of deposit. 
Bankers generally give loans up to 75% of the 
deposit , against the security of the deposit. 
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The deposit receipt is generally worded in such a way 
that the banker undertakes to pay the amount only whom it 
is duly discharged. Therefore, it is necessary to produce 
the receipt duly discharge at the time of repayment of the 
deposit. 
V. MISCELLANEOUS ACCOUNTS 
As already pointed out earlier, there is vigour's drive 
for mobilisation of deposits and different banks have 
introduced novel type of accounts. Some UCBs in 
Maharashtra, Gujarat, and Karnataka have created a new 
deposi ts ' division to address itself exclusively to the task 
of deposi t ' s mobilisation and to introduce some 
techniques. So is the case with other banks. Some of the 
novel schemes are given below as follows: 
1. Grahashobha deposit. 
2. Shubhamangal deposit. 
3. Chintamani deposit. 
4. Urban Suraksha 
5. Shishu Kosh 
6. Dhanvarsha 
7. Marriage deposit. 
97 
MARKETING OF BANKING SERVICES BY THE UCBs 
IN RAJASTHAN 
The concept of marketing is generally identified with 
tangible goods like consumer and manufactured goods. 
Gradually the principles of marketing were applied to 
business of intangible goods also, like business of banking, 
insurance, hotel and tourism and consultancy etc. In the 
early years of development of banking business, there were 
a few banks catering to the financial need of a large 
number of customers. In such a demand-supply situation, 
the banks had monopoly in providing services to its 
customers. Even though banks had used one or two 
components of marketing at that time, principally they 
were engaged in selling of banking services. Act of selling 
focuses on the need of seller while marketing focuses on 
the need of the buyer. Banks started integrating 
components of marketing into its operation since 1950s 
when it introduced itself to its customers through 
advertisement. Later on, banks started expanding their area 
of operation by opening more branches during 1970s, 
which is known as market development and market 
penetration. During 1980s, banks developed different kind 
of ancillary service, which is known as product 
development. In 1990s, the scenario of banking business 
has totally changed. In order to bring efficiency, 
accountabil i ty and high degree of customer service, 
competit ion has been induced by granting licence for 
banking business to new operators like private banks, local 
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area banks, foreign banks, regional rural bank, and 
cooperative banks. Consequently, now customers have 
option of more than one bank for their financial needs. It 
is estimated that a customer has a choice of at least three 
banks within a radius of 1km in cities. Banks are vying for 
each other to attract and hold the customers. Such 
competit ive environment has necessitated use of not one or 
two components of marketing but a proper mix of all the 
six components of marketing of services. ' 
The government of India has started the process of 
l iberalisation and globalisation of economy, especially in 
the financial sector since 1991 and has taken several 
drastic measures to bring about decontrol and deregulation 
in the financial sector. In 1991, the Government 
constituted a committee headed by Mr.Narasimham to 
suggest reforms in the financial sector to make it more 
competit ive and vibrant. Narasimham Committee in its 
report strongly recommended that the financial sector 
should operate on the basis of operational flexibility and 
functional autonomy to enhance efficiency and 
productivity. The committee also recommended that the 
interest rate structure should be deregulated and 
concessional interest rate enjoyed by co-operative banks 
should be phased out. The committee has favoured opening 
of new banks in the private sector to engineer and 
encourage competition. The Government started the 
implementation of some of the recommendations of the 
committee, which has created intense competition amongst 
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the nationalised banks, private sector banks, foreign banks, 
regional rural banks, co-operative banks and NBFI.^ It is a 
fact that despite several restrictions on the operation of 
foreign banks they are doing brisk business. Private sector 
banks have emerged as a force to reckon with, within a 
short period of three years of their inception. It has made a 
large base of equity and deposit and has created a position 
for itself. Some of the co-operative banks with limited area 
of operation and few branches are also performing better 
than most of the nationalised banks. Success of these banks 
lies on the fact that knowingly or unknowingly they have 
adopted marketing strategies in their business. In such a 
competit ive environment, banks have no option but to 
accept the heat of the competition and be prepared to meet 
any challenge for existence and sustenance. Globalisation 
of the economy and integration of Indian financial sector 
with that of the world has enabled banks to bring the latest 
trends of banking industry at the doorstep of Indian 
customers. This has totally changed the perception and 
expectation of customers. Now customers demand 
customised and personalised services. The financial need 
of the customer has also changed with time. The living 
standards of middle class have improved and there is spate 
in consumerism in the society. Today, understanding the 
needs, desires, and problems of customer and redefining its 
business operation for satisfying customer needs are the 
major challenge facing the banks. Market research and 
development, which is an integral part of marketing, will 
be very helpful for the banks. Marketing research will be 
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necessary for assessing the impact and acceptance of 
existing service as well as for ascertaining the need for 
changing the existing procedures and setting business 
development goals to meet them. Marketing of banking 
services is generally mistaken for deposit mobilisation 
only. But it includes prudent lending, customer research 
and tapping of potential customers. Thus, adopting 
marketing strategy gives the bank a competitive edge over 
its competitors and also forces them to think for future. 
MARKETING MIX FOR SERVICE SECTOR 
Marketing mix means combination of ingredients , 
which makes of marketing programmes. It is necessary to 
understand the features of financial services, which will 
help in preparing a proper marketing mix. Financial 
service is intangible. It has high involvement of people and 
it has direct customer relat ionship. Finance service cannot 
be stored and its demand is highly fluctuating. Business of 
financial service is highly regulated by the government and 
other nodal agencies. Standard marketing mix is product, 
price place, and promotion. But features of financial 
services suggest adding two more aspects, i.e., people and 
procedure. A good marketing of banking services is a 
proper combination of six ingredients in the background of 
business environment and organisational objectives. 
STUDY AND ANALYSIS 
PRODUCT: A product is anything, which is handed over 
by the bank to its customer, to satisfy his need and wants 
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like any other banking institution. The urban co-operative 
banks in India are also offering three kinds of product 
namely deposit scheme, credit scheme, ancillary services, 
like commercial banks urban co-operative banks offer 
current account savings account, term deposit and time 
deposit facilities to their customers. The product like 
current account and saving account facilities are 
ubiquitous and hosts of other are also offering the same 
products."* The urban co-operative banks especially in the 
state of Maharashtra, Gujarat, Karnataka and Tamil Nadu 
feel that old products have failed to attract more deposits 
and it is high time that new and innovative products are 
offered for the deposi ts ' mobilisation. When the 
competit ion is at an optimum stage, a new product is 
designed by value addition caters to the need, demand and 
expectation of customers and it is helpful in product 
differentiation. Value addition makes the product more 
customers friendly and attractive. The urban co-operative 
banks like Mehsana Urban Co-operative Bank Ltd., 
(Gujarat), the Nagpur Mahila Nagrik Sahakari Bank Ltd. 
(Maharashtra) , and some other banks in Maharashtra, 
Gujarat, Karnataka and Tamil Nadu had introduced 
products like Urban Cash Certificate, Dhanvarsha, Golden 
Bond, Urban Suraksha, Chintamani Deposit, Shubhamangal 
Deposit , Shishu Kosh, Marriage Deposit under the time 
deposit scheme wherein a certain amount of money is 
doubled over different period of time. Some of these 
schemes are as follows: 
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Urban Cash Certificate: Where an amount (minimum Rs. 
500) is doubled in 61 months 
Dhanvarsha: It is a scheme in which the amount is 
doubled @ 14 percent in 61 months. 
Golden Bond: Where a minimum amount of Rs 5000 or its 
multiple is doubled over 53 months. 
Urban Suraksha: Mehsana UCB Ltd. (Gujarat) introduced 
this product. The bank has been cashing on the growing 
awareness about the personal insurance in urban area in 
this product. Urban Suraksha provides personal insurance 
cover against the fixed deposit of certain amount to be 
doubled over a period of t ime. The bank has an 
arrangement with National Insurance Company Ltd. and it 
bears the insurance premium. The bank has designed this 
product for two target customer groups viz., lower income 
group and named it GP "A" and GP "B". A customer can 
deposit Rs. 2000 and get insurance cover of Rs 1 lakh in 
GP "A" and by depositing Rs. 4000 get insurance cover of 
Rs. 2 lakh in GP "B". The amount doubles at 60 months 
and insurance cover is also provided for 60 months. The 
bank meets the cost of insurance premium by blocking the 
amount for 3 months more than normal. The innovative 
product was so popular among customers that bank got 
deposits of more than Rs. 2 crore within a month. 
However, UCBs in Rajasthan are largely depending on 
the old product, which are not so effective to attract new 
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customers. The UCBs should start service like "Urban 
Suraksha" and "Mobile Service". 
Generally, credit facility of a bank is designed for a 
large share of loans and advances to industrial sector. 
Hypothecation, pledged cash credit, industrial finance, 
book debt overdraft facility against fixed deposit is the 
major components of credit facility. On the other hand, to 
cater to the needs of service class customers, banks also 
provide loans for purchasing car, scooter and household 
consumers ' items. Now-a-days banks are also poised in 
extending credit in emerging segments like computer and 
education loan. Out of Rs. 597 crore the UCBs in 
Rajasthan has given 351 crore as on 30 June 2000. Their 
credit deposit ratio is 58.79 percent. This ratio is not 
satisfactory. This is due to the hesitation among the 
bankers to provide loans and advances to unsecured field, 
i .e., poor and middle class people. 
PRICE: In financial service, price is nothing but service 
charge and interest rate on deposit and credit. The bank 
acts as a buyer while accepting deposit and acts as a seller 
while giving credit. So bank incurs both selling price and 
purchasing price. Pricing is one of the important marketing 
mix to attract customer. 
People, who put their savings in the form of deposits 
with banks or non-banking insti tutions, consider among 
others, interest offered for selecting the institution. Earlier 
in the banking field the Reserve Bank of India used to fix 
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the minimum and maximum interest rate limits and the 
banks are bound to adopt them. As per R.B.I, directions, 
the urban banks are allowed to offer 1 percent more than 
that of the commercial banks and this is done with the 
intention of aiding urban banks in their mobilising efforts. 
This higher rate of interest enables the urban banks to 
compete with the branches of commercial banks, which 
operate in their area of operation. And to some extent it 
acts as a compensating factor to the customer for the 
absence of some services in the urban banks.^ 
On the line of recommendation of Narasimham 
committee the Govt, is in the process of deregulating the 
interest rate from 30 days to 1 year is fixed but bank has 
leverage in deciding differential interest beyond 1 year. 
The bank can offer attractive interest beyond 1 year and 
can also offer attractive interest rate on deposits for long 
term. For example. Integral Urban Co-operative Bank ltd. 
Jaipur has made interest rate beyond 1 year very 
competi t ive. The bank offers interest rate of 11.5 percent 
on deposits from 1 year to 3 years and 12 percent on 
deposits from 3 years and above. In recent years interest 
rate has been characterised by a declining trend and 
coupled with annual inflation, these interest rates on 
deposits are very attractive for deposit mobilisation. 
However, interest rates vary from bank to bank. It is 
noteworthy that the interest rates provided by the UCBs 
are more than those of the Nationalised and other 
commercial banksjwhile the UCBs in Rajasthan has failed 
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to attract more deposits. The reasons behind poor deposits 
mobilisation are the feeling of insecurity among the people 
about the UCBs, poor image of UCBs; all deposits schemes 
are not covered by insurance schemes etc. The failure of 
Madhavpura Mercantile Co-operative bank and Krushi 
urban co-operative bank has damaged urban co-operative 
movement in Gujarat and Andhra Pradesh but has also 
affected the other states and the economy as well. 
PLACE: Place refers to located of bank where it offers its 
service. As density of banks within an area is increasing so 
place assumes a greater significance. Customer prefers a 
bank, which is near to place of living or location of work. 
So bank should carefully select the area for opening its 
branches, which should be near to the target customers. 
Timing of banking operation, trend of deposits on the 
location of the branch should also be kept in mind. 
Foreign bank and private sector bank have introduced 
aesthetic sense in banking by providing pleasant ambience, 
basic amenities in the premises and good infrastructure, 
interior and exterior decor, spacious lounge and parking 
areas has been a major attraction for there. 
vBranches expansion plays an important role in deposit 
mobilisation. And this technique is usually adopted by the 
commercial bank, urban Banks being "Unit Banks" that 
operate within specified urban or semi urban area does not 
adopt this technique, 
106 
^However, the RBI has relaxed the norms relating to 
area of operations of new urban co-operative banks. UCBs 
were permitted to extend their area of operation to the 
entire district and those registered in metropolitan cities 
were allowed to extent their area of operation to the entire 
city l imits. In order to grant greater freedom to financially 
strong and well-managed UCBs, which satisfy, prescribed 
norms the branch expansion policy was liberalised by 
permitting them to open branches at centres of their choice 
without prior approval of the Reserve Bank.^ 
^ The entry point norms (EPNs) based on the population 
criteria; the entry point norms for new UCBs were revised 
effective April 1, 1998. The centres were reclassified into 
three categories i.e. (i) metropolitan (10 lakh and above) 
(ii) Urban (1 lakh and above but less than 10 lakh) and 
(iii) semi-urban (10,000 and above but less than 1 lakh). 
The share capital norms (Rs. 100 lakh, Rs. 50 lakh and Rs. 
25 lakh) and initial membership (2000, 1500 and 1000), 
respectively, of the three categories, were also revised. 
Entry point norms continue to remain relaxed for banks in 
less/least developed states as well as for those organised 
for Mahilas /SGS/STsJ 
^ The urban banks are not generally enthusiastic in 
opening branches. While the urban banks in Maharashtra 
have taken active step to open branches such a trend is not 
seen in other places^ In Rajasthan only 19 urban banks 
have branches and 22 have carried their operation without 
branches till date, 7 districts, no urban banks has taken any 
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steps to identify the potential areas, conduct feasibility 
studies and draw programmes for obtaining licence & 
opening new branches . \^ne of the reasons for reluctance of 
these banks is the high expense involved in opening and 
maintaining the branches till they become viable. Urban 
banks, therefore, are left with either opening one-man 
branches instead of full-fledged branches or opening of 
extension counter^. But, in general, the urban banks of 
Rajasthan are not well placed with regard to the usage of 
this technique for deposit mobilisation. 
PROMOTION: Promotion is a major tool for informing, 
educating and communicating with customers. The various 
promotional tools available to the banks are: personal 
contact, advertisement, publicity, and the provision of 
incentives. Out of these, provision of incentives has been 
prohibited by the R.B.I, and therefore this tool is not 
available to the banks. The urban bank often uses personal 
contacts and occasionally the advertisement tool and very 
rarely publicity for mobilising the deposits. 
The board of Directors/Chief Executive Officers, the 
secretaries and the staff must develop personal contact 
with present and potential depositors and actively canvas 
deposits . For this purpose, it is desirable for the urban 
banks, to conduct a survey to identify the potential 
depositors and devise a suitable programme to contact 
them personally and canvas deposits. Success in these 
fields pre-supposes willing participation of the staff given 
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the load by Secretaries and Board of Directors. Such a 
cooperation could be ensured in all these banks. 
The urban banks in Rajasthan have not been able to 
use the most powerful tool of advertisement available to 
them in an effective manner. The Registrar of Cooperatives 
restricted the amount that could be spent on advertisement 
in any particular year to 0.1 percent of the working capital. 
This amount is inadequate at the present level of 
advertisement expenses. Further, many banks in the State 
do not fully or effectively use even the available amount. 
As a result poor advertisement mainly in the form of plain 
messages are communicated to the general public mostly in 
the form of printed notices or leaflets. Two steps are 
necessary to derive the maximum benefits from 
advertisement. First, the urban banks should plan and 
launch advertisement campaign in their respective locality. 
Secondly, all the urban banks in the district joint ly 
undertake an advertisement campaign and promote the idea 
of banking with the urban banks. 
Urban banks in many districts do not make use of 
publicity and they have not seized any opportunity to use 
publicity for the deposits mobilisation. Individual banks 
themselves can arrange for bringing out write-ups or 
feature articles about their successful performances in 
different fields in popular local newspapers and in leading 
magazines. In their area of operation, they can arrange to 
obtain favourable presentation of themselves on the stage 
or radio. Beyond that the urban banks in a particular state 
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together should establish a common seal for them where in 
the symbol of the state Government along with the symbol 
of Cooperative Department of the state should be engraved. 
This will develop the image and confidence of the general 
public about the urban banks. 
P E O P L E : '^Motivated, dedicated, and enlightened 
workforce is the best asset for any organisation, which can 
face any competition eventually. Banking is essentially a 
person-to-person businesi . Whatever is handed over to the 
customer is intangible. So whatever is handed over may be 
important but more important is the way it is handed over. 
t-It is found that customer prefers to do business with the 
bank whose staff is well mannered and well informedJ The 
UCBs of Rajasthan have sufficient number of banking staff 
and officers. P u t UCBs have not emphasised the need for a 
regular training of the staff to make them abreast of the 
latest developments. There is lack of systematic plan to 
train the staff; there is also lack of training centres in the 
states. UCBs are not serious to train its staff in public 
dealings, handling complains, and providing customised 
service. The banks also do not encourage its staff for self-
development by giving various incentives. The banks pay 
package proved to be insignificant. It is one of the major 
causes of staff turnover.^ All these affect the deposit 
mobilisation process. 
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PROCEDURE: Bank business is composed of various 
processes and procedures. The processes and procedures 
are made by the bank to adhere to the laws and regulations 
as well as to the transaction of business. But on the one 
hand, often banks make these procedures very time 
consuming, complicated, and not friendly to customers at 
all. On the other hand, customer demands faster service 
and less cumbersome procedures. So the bank, which takes 
less time in delivering service to customers, commands a 
competitive edge over others. This lead-time, which is 
consumed in processing, can be curtailed by simplifying 
the existing procedures and by the use of modern 
technology. Computerisation of banking service takes less 
time in processing. 
In Rajasthan only eight UCBs in Jaipur and two banks 
in Jodhpur are computerised. But these have no networking 
between the branches of these banks. Remaining UCBs in 
the state are working in the old manner, which is time 
consuming, and it is hard to compete with the other public 
and private sector banks. 
To sum up, the urban banks in Rajasthan in general 
have not used effectively any of the six techniques 
outlined above. In fact, a proper mix of the above 
techniques would have yielded better results. The main 
reason for the failure of urban banks in this respect is the 
absence of plans. None of the banks has any plan for the 
deposit mobilisation. In the absence of plans, the banks 
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have not set any goals or target for the deposit 
mobilisation. Consequently, they do not feel the necessity 
for any of the above techniques. They were largely 
satisfied with the deposits that were made to the banks out 
of the individual efforts of the customers. In other words, 
the banks were satisfied with their limited operation. In a 
highly competitive field of banking, this approach may 
ultimately land the urban banks in stagnation and in the 
long run, the banks may face various problems. 
Therefore, it is suggested that the urban banks initiate 
steps to prepare both short-term and long-term plans for 
the deposit mobilisation. Such an exercise should be on a 
rational basis taking into account the local environment, 
past achievements, the potentiali t ies of the locality, the 
experience, expertise and willing cooperation of the staff, 
the competition from the commercial banks, and the cost of 
such operations. In the next chapter we will concentrate 
our focus on the deposit mobilisation. 
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URBAN COOPERATIVE BANKS AND MOBILISATION 
OF DEPOSITS-A FOCUS ON RAJASTHAN 
^Adequate financial resources are a pre-requisite for a 
co-operative so as to is able to meet the credit requirements 
of the members. The financial resources of any Cooperative 
Bank can be broadly grouped under two categories, i) owned 
funds and ii) borrowed funds. The owned funds consist of 
share capital and reserves. The borrowed funds consist of 
deposits and borrowings from members and non-members of 
which deposits play a vital role in financing. Since deposit 
constitutes chief source of their funds. In a sense the deposit 
are the lifeblood of urban co-operative banks. The 
fundamental problem facing the banking industry is the 
challenges of the mobilisation of deposits. Cooperative 
banks have to compete with other banking institutions and 
will have to attract deposits and hold them in competition 
with other banks. Deposits for banks are like raw material 
for a manufacturing company. It is always available at a 
cheaper cost than that of borrowing from other financing 
agencies. The more deposits a banker will mobilise the less 
he will have to depend on the external borrowings. 
Deposits also preserve or create a habit of thrift and 
saving amongst public and help them in times of crisi^. 
"Development of banks is mainly influenced by their ability 
to attract deposits from different people rather than volume 
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of their capital resources". (Xhe higher the volume of deposit 
the banks have, the larger will be the business and the scope 
for development. A bank with large amount of deposits can 
enjoy confidence of public, which will be very much useful 
in furthering the deposit accretion. This in turn strengthens 
the public confidence and led deposit accumulation. As there 
is no statutory limits on the total quantity of deposits a bank 
can have, a significant rise in the volume deposits is 
possible and effective in bringing about desired development 
in the banks than that of the other sources of capitalj 
N/ Urban banks, which may be identified with deposit 
banking, are able to raise a large proportion of their working 
capital by way of deposits. Generally, the deposits of urban 
banks may be within 80 to 90 percent of the total working 
capital. 
y 
For the growth of sound banking development in the 
country, mobilisation of deposits plays a very important 
role. According to the byelaws the banks is empowered to 
mobilise deposits both from members and non-members. 
The banks have formulated various kinds of deposi ts ' 
schemes in order to suit the needs of all its members and 
non-members.^ The survivals and growth of banks is 
totally dependent on how much, and in what quantum the 
banks are able to gather deposits from the public and 
inst i tut ions. In the post l iberalisation scenario (1991), the 
number of players in banking industry has increased 
considerably which developed competition in banks 
marketing and the rule of nature. "The survival of fi t test" 
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was practical for the banks, now in the open market 
process along with the quantum of deposits, the quality of 
deposits or need for the low cost economic deposits also 
emerged in the process. Hence, in the present context a 
bank's efficiency is measured in terms of the deposits mix 
and the contribution of low cost deposits in this mix. 
For an Urban Co-operation Banks ' deposits; the 
deposits status of the banks is in the following forms viz. , 
Fixed Deposits individual, Co-operative inst i tut ions, and 
other societies. Saving Bank Deposits , current deposits 
(Money at call and short notice) . Provident Funds, thrift 
deposits , daily savings deposits and re-investment 
provident fund certificates. (An urban co-operative bank 
used to take deposits from the public for the purpose of 
investment in order to maintain the liquidity of the bank, 
otherwise it is the loans and advances portfolio of the 
bank, which generates its profitability and helps it to 
grow. As per Reserve Bank of India's norms an ideal bank 
should have its loaning portfolio as under. 
(i) 100% of borrowing 
(ii) 75% of own funds 
(iii) 70% of deposits. 
The other parameter of (credit-deposits ratio) also 
helps to ascertain the loaning exposure of the b a n k ^ 
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Table 5.1: Depicts the deposit's position of Urban Co-
operative Banks in Rajasthan. 
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Source: Annual Reports of NAFCUB (various issues) 
The banks are to strive hard to collect the deposits 
from the people. The performance can be seen from the 
above table. It is observed from the table 5.1 that the 
deposits of the UCBs during the period 1991-92 were Rs. 
87.19 crore. It has increase to Rs. 597 crore in 1999-2000. 
The per capita deposits stood at Rs. 19.82 in 1991-1992. 
As regards the growth of deposits in the country the total 
deposits of UCBs in March 1992 were Rs. 11077.94 crore, 
which increased to Rs. 71703 crore on 30*^ June 2000. The 
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relative performance of banks in Rajasthan in respect of 
deposits mobilisation is not good as compared to other 
states of India. 
It is revealed from the above table that the deposi ts ' 
position of Urban Co-operative Banks shows wavering 
trend. The deposi ts ' position of UCBs in Rajasthan shows 
negative growth of -21.44 in 1992-93. There was a sharp 
increase in the deposits in 1993-94 and 1994-95, which 
reflects that the UCBs made serious efforts in this 
direction. 
In terms of per capita deposits the state of Rajasthan 
lays far behind the country. The per capita deposits in the 
country in March 1992 were Rs.131.21 whereas in 
Rajasthan the per capita deposits stood at Rs.19.82. The 
amount of deposits per office in Rajasthan was Rs. 114.16 
lakh as compared to the all India level of Rs. 366.79 lakh 
as on March 1992. 
It is revealed from the above table and analysis that the 
banking habit has developed for UCBs in the state, but 
banks could not mobilise the adequate deposits . The 
analysis reveals that the UCBS of Rajasthan are not stable 
enough and consequently, could not mobilise adequate 
deposits. The following factors may be held responsible 
for the inadequate deposits by the UCBs in Rajasthan. 
(1) Lack of banking facilities in the entire area of state. 
(2) Lack of customer's services to attract the customers. 
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(3) Absence of innovative and attractive schemes to 
motivate the deposits. 
(4) Stiff competition from the commercial banks and non-
banking financial institutions. 
(5) Feeling of insecurity among the people about the 
UCBS. 
(6) There is the absence of plan for deposit mobilisation. 
Table 5.2: Trends of Growth of Deposits Mobilised by 
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Source: Data arranged from the Annual Report of NAFCUB 
(various issues). 
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Percentage increase in 1999-2000 
over 1991-92 584.7 
Average annual rate of growth of 
bank deposits 29.46 
Average annual per capita Bank 
Deposits 48.04 
Note: Per capita Deposits based on projected population by 
Directorate of Economics and Statist ics, Rajasthan, 
Jaipur. 
The above table reveals that during the 2 year, i.e., 
1992-93, there was a decline in deposits of the banks. 
However, since 1993-94, there has been a continuous rise 
in the deposits of the banks. This shows that the 
percentage increase during 1991-92 to 1999-2000 period 
was 548.7. The average per capita deposits in Rajasthan 
during the period were Rs.48.04. The average annual rate 
of growth of deposits was 29.46 per cent during the overall 
period. At the all India level during the aforesaid period 
the percentage increase in the amount of deposits was 
547.26 and the average annual rate of growth of deposits 
was 26.49 percent. The relative performance of banks in 
Rajasthan in respect of mobilisation is somewhat better as 
compared to the all India level. 
120 
Table-5.3:District-Wise Distribution of offices, Deposits 
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Table 5.3 depicts a clear picture of district-wise 
distribution of offices and deposits by the urban co-
operative banks (as on 30th June 2001). It is revealed from 
the above table that in respect of deposits, there is great 
inequality. It would be observed that the districts like 
Jaipur, Udaipur, Jodhpur, Ajmer, and Kota had 22.75, 14.17, 
9.99, 7.94, and 7.30 percent, respectively, of deposits of the 
total deposits of the state. The percentage distribution of 
population was 9.30, 4.66, 5.10, 3.86, and 2.78, respectively, 
in these districts. The per capita deposits were also higher in 
these districts than the state average. The per capita deposit 
was Rs. 319, 396, 255, 268, and 342, respectively. The 
percentage distribution of deposits in other districts was 
much lower than the percentage distribution of population as 
compared to districts mentioned above. Even the per capita 
distribution in those districts has been much lower than the 
state average. Thus, on the basis of the above analysis, it is 
revealed that an extension of banking facilities on the basis 
of distribution of population has not been uniform in 
different districts of the state, during the said period of our 
study. 
As regards the credit deposit ratio, it has significantly 
been improved in almost the entire district. It is interesting 
to note that the increase in the credit deposit ratio is higher 
like that in Sriganganagar, Bikaner, Sikar, Sirohi, Nagaur, 
and Alwar. The credit deposit ratio in these districts was Rs. 
226.13, 115.56, 74.50, 74.04, 68.07, and 67.98, respectively, 
which were higher than the state average of 53.71. But in 
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some other districts like Pali, Churu, Jhalawar, and 
Bharatpur such a ratio was lower than the state average. The 
credit deposit ratio in these districts was 23.17, 26.00, 
30.63, and 36.05 percent, which were lower than the state 
average of 53.71 percent. It can further be observed that the 
district-wise distribution of offices and deposits by the 
urban co-operative banks was more concentrated in six large 
towns of the state. These banks have mobilised more 
deposits and provided more advances. This tendency clearly 
indicates that the future development of these districts 
largely depends upon the progress of the urban co-operative 
banks. The development of the banking activities of other 
districts of the state is inadequate. These banks have lagged 
much behind in the field of mobilisation as compared to 
other districts of the state. They are supposed to strengthen 
their position by mobilising more deposits. It seems that 
inter-district disparity still exists, which retards the growth 
and development of UCB's in the state. 
In conclusion, it can be said that the urban co-operative 
banks in Rajasthan have achieved significant progress in 
respect of deposits ' mobilisation in some large towns. Yet, 
it appears to be quite insignificant in the small towns and 
backward districts. 
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Table 5.4: State-wise distribution of offices, deposits by 
UCBs (as on 31'* March 1999) 
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Source: Data arranged from 
1999-2000. 
annual report of NAFCUB, 
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REGIONAL DISPARITY 
The important objective of the UCBs was to attract 
more and more people and cover a wide area of population. 
Analyses of district-wise distribution of deposit have been 
very significant. It would enable us to know as to what 
extent the UCBs have been able to remove the regional 
disparity. The table 5.4 reveals the position in this regard. 
vThe table shows that the state like Andhra Pradesh, 
Bihar, Madhya Pradesh, Orissa, Rajasthan, and Uttar Pradesh 
accounted for 3.78, 0.02, 0.97, 0.81, and 1.2 percent of the 
deposits as against 7.37, 8.07, 5.88, 3.57, 5.49, and 16.17 
percent of the total population of the country. On the other 
hand, states like Maharashtra, Gujarat, Tamil Nadu, West 
Bengal, Kerala, and Karnataka accounted for 54.46, 21.53, 
3.82, 1.19, 2.30, and 6.66 percent of the deposits at the all 
India level as against 9.42, 4.93, 6.05, 7.81, 3.10, and 5.13 
percent distribution of population. 
It appears from the above analysis that the distribution 
of deposits by the UCBs in different states on the basis of 
distribution of population was not uniform. The UCBs have 
concentrated their activities mainly in Maharashtra, Gujarat, 
and Karnataka and 95 percent of the Banks' deposits have 
come from these three states. 
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Table 5.5: Bank-wise distribution of deposits in 
Rajasthan and India: A comparison (1991-92 to 1999-
2000) 






































Source: Annual reports of NAFCUB, (various issues) 
The bank-wise distribution of deposits mobilised by the 
urban co-operative banks in Rajasthan when compared with 
the all India level, we find that the performance of the banks 
in Rajasthan was quite inadequate/poor. The table reveals 
the position in this regard. The following table clearly 
indicates that the average annual rate of growth of deposits 
in Rajasthan was Rs. 6.91 crore during the overall period of 
our study. At the all India level during the aforesaid period, 
the average annual growth rate of deposits was Rs. 17.21 
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crore as is revealed by the table. The average deposit per 
office of a bank during the year June 2000 was Rs. 5.19 
crore in Rajasthan, while it was Rs. 9.73 crore at the all 
India level. As compared to the other parts of the country, 
the banks in Rajasthan could not mobilise an adequate 
amount of deposits. It is also revealed from the table that the 
deposits were mainly confined to large towns only, as the 
banks could not open their branches in the small towns so 
they could not mobilise the saving habits in the people of 
small towns. The educated middle class and a few 
commercial classes mainly made the bank deposits. 
Urban Co-operative Banks in Rajasthan and India - A 
Comparison (as on 30 June 2000) 
Some of the key statistical indicators will help to 
highlight the prominence of Rajasthan in urban co-operative 
banks. The above table shows that out of 2084 banks with 
7368 branches in India as on 30'*^ June 2000 as many as 41 
banks (1.97 in percent) with 128 branches (1.74 in percent) 
were located only in Rajasthan. The urban banking sector 
has been able to maintain the buoyancy in the growth of 
deposits and advances as on 30^ *^  June 2000. Their total 
deposits aggregated to Rs. 71,703 crore and outstanding 
loans accounted to Rs. 45,857 crore with a working capital 
of Rs. 91.458 crore as at the and of June 2000. The share of 
total deposits (0.81 percent), total loans outstanding (0.76 
percent) were also noticeable in Rajasthan as compared with 
the all India figures of urban co-operative banks. 
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When we look at the figures in Table 5.3 we find that 
the progress of urban co-operative banks in Rajasthan is not 
satisfactory. It shows that there were regional as well as 
inter-district imbalances in the development of urban co-
operatives in Rajasthan. However, sustenance of its growth 
is dependent on professionalism of its management, 
inculcating good corporate governance, technology 
upgradation and strict adherence to regulatory framework so 
as to enable UCBs in India general and state in particular to 
adjust a new realistic of Risky Banking Business. 
Table 5.6 Urban co-operative banks in Rajasthan and 
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Source: Annual Report of NAFCUB, 2000-2001 
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BRANCH EXPANSION 
Table 5.7: Distribution of branches of UCBs in Rajasthan 
































Source: For population & area: Basic Statistics, Directorate 
of Economics & Statistics, Jaipur for Number of 
banks & Branches: 25^ *" Annual Report of NAFCUB, 
2000-2001. 
The above table clearly revealed that the UCB facilities 
in Rajasthan were highly inadequate, haphazard, and lop-
sided during the said period. 
Only 39 UCBs were working with 118 branches. The 
average population and area served offices were 4.79 lakh of 
the people and 2900 square kilometres of the area, 
respectively. While at the all India level, these are 1.39-lakh 
population and 446 square kms, respectively. It clearly 
reflects that the UCB facilities were totally inadequate as 
compared to the all India level. 
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DISTRIBUTION OF BANK OFFICES IN THE STATE 
Table 5.8: Towns served and not served by UCBs (as on 

























Source: R.B.I., Jaipur (Unpublished) 
Note: M. Corp: Municipal corporation (Statutory towns) 
M.CL: Municipal council (Statutory) 
M: Municipality (Statutory Towns) 
CT: Census towns of 1991, which will be continued in 
the 2001. 
It is indicated by the above table that more offices have 
to be opened in the municipalities than that of large towns. 
The table also reflects that the UCBs have been developed in 
a haphazard and in an uneven manner. The urban co-
operative banks served only 55 towns in the state. The 
remaining 163 towns did not have any UCBs offices. The 
UCBs adopted the policy of opening their branches in those 
areas where bank facilities were already available. The table 
clearly indicates that the banks could not make efforts in 
establishing their branches in smaller towns and rural areas. 
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While opening the branches no consideration was given 
according to the need and potentialities of the areas. The 
following factors were responsible for poor urban co-
operative banking development in the state of Rajasthan 
during this period. 
1) Ignorance and illiteracy of the people. 
2) Lack of bank habit in the people. 
3) Lack of confidence in the UCBs. 
4) Limited economic activities. 
5) Lack of infrastructural facilities. 
The above-mentioned reasons restricted the opening of 
the branches in the state of Rajasthan. 
Table 5.9: Branch-wise distribution of deposits (Rs. in 





































Source: Annual reports of NAFCUB (various issues) 
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The annual average deposit (from 1991-92 to 1999-
2000) per branch of a bank was Rs. 2.77 crore in Rajasthan, 
while it was Rs. 5.82 crore at the all India level. As 
compared to other parts of the country, the banks in 
Rajasthan could not mobilise adequate amount of deposits. 
This was because the UCBs could not open their branches in 
so many towns, which had the status of municipality. So, 
they could not mobilise the savings of the maximum 
municipal population. The UCBs failed to create saving 
habits in the people in these municipal towns. The banks ' 
deposits mainly consisted of educated middle class and few 
commercial classes. 
The UCBs could not draw the attention of the new class 
of the society as regards the deposit mobilisation and they 
were mainly confined to a restricted clientele residing in the 
big cities. The UCB could not convince the large section of 
the society and poor people for the deposit mobilisation. 
^y It may be analysed that the UCBs in Rajasthan have 
lagged much behind in the field of deposit mobilisation as 
compared to all India level. They are supposed to strengthen 
their position by mobilising more deposits. In respect of the 
deposit mobilisation in small towns, which have the status of 
municipality, such an analysis reveals that the UCBs, in 
Rajasthan have established more offices in big cities like 
Jaipur, Jodhpur, Udaipur, and Kota. The UCBs of these 
cities are able to mobilise adequate deposits as compare to 
other towns. However, the credit deposit ratio in these big 
cities is yet low. It is because of high borrowing rate and 
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hesitation among UCBs for loans and search for more and 
more secured fields for loans and advances^ 
Our study indicates that the deposits of the state in 
comparison to other well-developed states of the country are 
rather small. Our analysis of the district-wise data in this 
regard shows that the percentage distribution of deposits was 
higher as compared to the percentage distribution of the 
population in these districts. In other districts although the 
percentage distribution of population was quite high, but the 
percentage distribution of deposits was much lower.[Jt is 
seen that the activities of the UCBs in the state is much 
higher in the developed districts and it is confined to a few 
bigger towns only. There are seven such districts where 
there are no UCBs nor it has any office. The development of 
UCBs in the state was totally inadequate and i m b a l a n ^ . 
Lin a nutshell it can be concluded that as compared to 
the all India level, bank-wise and branch-wise deposits in 
Rajasthan is quite low but the growth rate of deposits as 
compared to previous year is high and indicate variation in 
the trend of deposit mobilisation. Yet it lags behind some of 
the developed states. (U_has also been observed that the inter 
district disparity still exists, which can be reduced by 
opening more b ranched In the next chapter, we will discuss 
the problems and prospects, which are largely responsible 
for the slow growth of UCBs in Rajasthan. 
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CHAPTER-VI 
PROBLEMS AND PROSPECTS OF URBAN 
COOPERATIVE BANK IN RAJASTHAN 
In the direction of financial sector reforms the 
government constituted a committee headed by M. 
Narasimham that in its report recommended far reaching 
changes in the financial sector. The Government has 
accepted the recommendations.(Jhe committee identified the 
major factors responsible for poor productivity and 
efficiency and erosion of profits of the banking sector as (a) 
directed investment and (b) directed credit programmes, 
which had cascading effect on the total functioning of the 
banksJ The fallout of these have been massive branch 
expansion programmes of public sector banks, a large 
number of which have been non-remunerative, over staffing, 
and no updating of technologies, increased political and 
trade union interference eroding the internal managerial 
strengths, high degree of centralisation of decision making, 
and rampant indiscipline and poor customer service. LAmong 
the major issues on which the committee gave its 
recommendations were Cash Reserve Ratio, SLR, 
Investments, Administered Interest Rates, Capital Adequacy 
Ratio as per Basle norms, non-performing assets, 
transparency in balance sheets, abolition of branch licensing, 
permission for entry of private and foreign banks, formation 
of recovery tribunals, permission of banks to increase capital 
by public issue and full functional autonomy to banks 
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including public sector banks in respect of administrative 
matters like wage structure, recruitment, premises, etcj 
It is but natural that with the acceptance and 
implementation of a large number of the above mentioned 
recommendations, the banking sector in India has undergone 
fundamental changes.[Efficiency and profitability have now 
become the most important parameters. Within the last three 
years, all the banks, in the commercial and cooperative 
sectors have cleaned their balance sheet and adopted the 
N.P.A. norms. They have become aware of the quality of 
assets, whether it is advances portfolio or the investments, 
and R.B.I, has freed the banks from administered interest 
rate structure, both with respect to deposits and advances. A 
number of large-sized banks have undertaken restructuring 
exercises with the help of best management consultants to 
gear up for the competitions ahead( Computerisation of 
operations is being taken up at a rapid pace.^ 
The R.B.I, permitted new private sector banks to 
commence operations. All these banks have initially 
confined themselves to corporate/whole banking and 
providing excellent customer service to selected individual 
customers. All these banks have fully computerised 
operations. The RBI has also been liberal in giving license 
to foreign banks to open their branches in India. These banks 
are concentrating on urban, high value clientele, and also 
large-scale consumer finance. 
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The public sector banks are in the process of 
regrouping themselves and making structural adjustments to 
suit the changed financial environment. Their vast network 
of branches and large work force is a source of their strength 
and at the same time it is a liability- if not harnessed 
properly. Exercise regarding closing down of loss making 
branches, merging of two or more, opening of specialised 
branches, redeployment of staff to increase employee's 
productivity, identification of thrust branches etc. are some 
of the steps being taken up by the public sector banks. 
v'ln this scenario, it is pertinent for the cooperative 
banking sector to position themselves to their best 
advantage. These state cooperative banks and the District 
Central Co-operative Banks, D.C.C.Bs, which are saddled 
with NPAs are being given one time support by the 
NABARD similar to the support given by the Central 
Government to the public sector banks and the Regional 
Rural Banks, R.R.Bs. Since, there may not be another 
bailing out exercise by NABARD, it is for the State Co-
operative Banks, S.C.Bs and D.C.C.Bs to put their house in 
order and face the challenges of liberalisation with new 
determination. 
As far as urban co-operative banks are concerned, they 
are in the same league as the private commercial banks in as 
much that no Government support is available to them to 
clean their balance sheets. They have to essentially fight 
their own battle. 
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The cooperative banking sector has been feeling 
neglected and rightly so, by the Narasimham Committee, as 
there is no mention whatsoever of the sector in its report. As 
the terms of reference of the committee included " to 
examine the existing structure of financial system and its 
various components and to make recommendations for 
improving the efficiency and effectiveness of the system. It 
could not be possibly construed that the co-operative 
banking sector was beyond its scope of study since it also 
forms a part of the financial system". However, 
notwithstanding the absence of reference to co-operative 
banks, the recommendations of the committee affect them as 
much as they do the commercial banks. 
Historically, urban co-operative banks have been 
receiving a raw deal by way of unnecessary and stifling 
controls from the registrar of co-operative societies, an 
institution that has very little expertise in the banking field. 
The situation is compounded by the fact that there is no 
participation in the funding of the banks from the 
Government. [JThe regressive provisions in the state 
cooperative acts have been the root cause for the slow 
growth of urban co-operative banks all over the country. If 
the urban co-operative banks have flourished in 
Maharashtra, Gujarat, and Karnataka it is mainly because of 
the dedication of the promoter members and also to some 
extent the positive attitude of the state governments. In all 
these states and also in the state of Tamil Nadu, Andhra 
Pradesh, and Kerala, the urban co-operative banks are 
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assuming position of great significance with the introduction 
of financial sectors reforms. 
Some of the fundamental problems faced by the urban 
co-operative banks in general and the problems faced by 
urban co-operative banks in Rajasthan in particular are 
discussed in this chapter. These problems can be classified 
as the problems to be considered by the RBI, Central 
Government/State Co-operative Banks and by the 
Management of Urban Banks. 
PROBLEMS TO BE CONSIDERED BY THE RBI 
1. Restriction on Opening New Banks and Branches 
RBI imposes many restrictions on the opening of new 
banks and the branches. The banks are not allowed to open 
their offices even though they fulfil all the conditions laid 
down by the RBI. Recently, the required population of the 
urban centre and the required share capital for the 
registration have been increased. Therefore, such conditions 
are being fulfilled only in big cities and hence the semi-
urban towns cannot open the new banks. Whenever the urban 
banks approach for licence for opening new branches they 
have to satisfy two authorities, namely, RBI and the registrar 
of co-operative societies in the state. They do not co-
ordinate and work in union with the result that the urban 
banks find it extremely difficult to get licenses. 
139 
2. Dual Control 
Urban co-operative banks are registered under the State 
Co-operative Societies Act. Their functions and powers are 
detailed in their byelaws, rules and also legislative 
enactments. They function on the lines of democratic 
management with a board of directors elected by the general 
body, which is the supreme authority. 
The urban banks were under the control of the state 
government, but in March 1966 certain provisions of the 
Banking Regulation Act of 1949 were extended to them. 
Accordingly, the urban banks came under the purview of the 
RBI. Since then the urban banks have been subject to 
discipline of the Registrar of Co-operative Societies having 
control in the matters of registration, amalgamation, winding 
up, byelaws, management, audit etc. The RBI has control 
over the banking operations. The situation has arisen 
because of the provisions in the Indian constitution under 
which the Central Government has powers to legislate only 
on the banking matters of co-operative banks and other 
matters come within the purview of the state government. 
The dual control has often resulted in over lapping and 
sometimes proves contradictory to each other. It may be 
mentioned that although there is dual control, the RBI and 
the co-operative department should consult each other on 
important matters of policy to avoid conflicts. 
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3. Problems in Priority-Sector Advances 
The RBI stipulates that 60 percent of the credit of 
urban co-operative banks must flow to priority sectors out of 
which 25 percent should be for the weaker sections. The 
urban co-operative banks do not deny their social obligations 
but the facts remain that for want of sufficient number of 
eligible borrowers to fulfil the target of weaker section 
advances, these banks find it difficult to adhere to these 
stipulations. 
Urban co-operative banks are urban-based and in towns 
and metropolitan cities it is hard to fulfil the criteria of 
eligibility stipulated for the weaker section advances and 
other priority sector advances. As a solution, the urban 
banks have been consistently pleading for reducing the 
percentage to 40 at par with the commercial banks. The 
urban co-operative banks are insisting on a realistic 
allocation for priority sector advances, i.e., 50 percent in the 
semi-urban areas and 45 percent in urban areas and 40 per 
cent in metropolitan areas. The urban banks are hesitating to 
finance for small-scale industries, which come under the 
priority sector due to the sickness of small industries and 
low rate of profit. It is found that a large number of the new 
small scale units in the industrial estate of Rajasthan 
Industrial Corporation were either in loss or in low profit. 
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4. Rehabilitation of Weak Urban Banks 
The democracy among urban banks is mainly found in 
the state where co-operative movement is under developed. 
The banks, which are having high over dues and are not self 
reliant in their resources, or mismanaged are heading 
towards dormancy and such banks need rehabilitation. 
According to the RBI norms, the urban co-operative banks 
whose owned funds have eroded by more than 25 percent of 
their bad and doubtful debts, and accumulated losses or 
whose over dues exceeded 50 percent of the demand loans 
outstanding are identified as weak and brought under the 
programme of rehabilitation. The state government helps 
such banks to become viable within three to five years. The 
banks, which cannot be rehabilitated can be merged or 
liquidated with the nearest urban bank. Some of the state co-
operative banks have not helped the weak banks to become 
viable and hence many banks have merged due to absence of 
effective co-ordination between the urban banks and the 
apex banks, the implementation of rehabilitation is very 
slow. 
5. Limitations on Refinance Facilities 
The refinance facilities to urban co-operative banks are 
available both from the RBI and the Small Industrial 
Development Banks of India, SIDBI. The RBI gives the 
refinance facilities to specified industries under its Act No 
17(2) bb section 4(c). Under this scheme RBI meets the 
requirements of working capital of small industries. The 
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loan is sanctioned through the state co-operative banks to 
finance the applicant bank. The SIDBI also refinances to 
small-scale industries to meet their term loan requirements. 
Under this facility, the borrower gets the loan at 
concessional rates of interest. But this facility is not 
available to the urban banks whose funds are in surplus. 
Therefore, the borrowers of such banks are deprived of the 
concessional rates of interest. It is found that few banks 
avail themselves of these facilities though the concerned 
bank fulfils the conditions of refinance facilities. 
6. Limitations on the Duration of Deposit 
The RBI has recently ordered all type of banks that 
they should not accept the deposits for a period of more than 
10 years. As a result, there are limitations on the deposits. It 
is also ordered by the RBI to provide finance for small-scale 
industries and for housing schemes. The loan requirement 
for these purposes has to be invested for a period of 10 to 15 
years. This restriction is quite contradictory, as the short-
term deposits cannot be invested in long-term loans. Hence, 
this restriction of duration has remained as obstacle in the 
progress of the UCBs. 
PROBLEM TO BE CONSIDERED BY THE CENTRAL 
GOVERNMENT 
1. Problem of Controversy on Open Membership 
There seems to be controversy over the principle of 
open membership in respect of urban banks. Some banks 
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have already become too large in respect of membership and 
they feel that any further addition of members would make 
them unmanageable. The study group discussed this problem 
on credit co-operatives in agricultural sector and the study 
groups made the following recommendations: "Generally 
membership of urban banks should be and residing in the 
area of operation". But this provision has also caused a 
problem to many banks as the area of operation of some of 
these banks is wide and hence a person willing to be member 
cannot be admitted as a member. 
Allowing such new persons to be the nominal members 
can solve this problem, and they may be provided credit 
facilities except the voting power. 
2. Problem of Housing Finance 
Members of urban co-operative banks largely depend 
on the banks ' finances for acquiring their own houses. The 
urban banks have been doing a lot for housing finance in 
cities and semi-urban places. 
Many of the urban banks except a few, did not have 
adequate resources for providing long-term loans for 
housing. The long-term resources for lending were also 
meagre. Another principal problem is that the banks did not 
have the experts in this respect. If the normal housing bank 
implements its refinance facilities through the urban co-
operative banks, then only the loans for housing through the 
urban co-operative banks will be sufficient and effective. 
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3. Heavy Stamp Duty 
Instruments to be executed by the urban co-operative 
banks in favour of their members where the amount or value 
specified in the instrument is more than Rs. 10,000, the 
stamp duty is to be paid. But since 1985 the rates of stamp 
Duty (Rs. 20 per Rs. 10000) on loan documents have been 
increased. The borrower has to pay the stamp duty and the 
registration fees at the time of loan disbursement, which 
results into a burden on the borrower, particularly on those 
who come from lower and middle class society. Such fees 
are exempted to commercial banks. Therefore, these fees 
should be exempted to urban co-operative banks. 
4. Burden of Provisions of Shops and Establishment Act 
Almost all the State Governments had made the 
provisions of Shop and Establishment Act applicable to the 
co-operative banking institutions. But the commercial and 
nationalised banks are excluded from the purview of the 
provisions of the above Act. The above discrimination 
should be put to an end and urban co-operative banks should 
be exempted from this Act. 
5. Burden of Election Expenses 
Conducting elections of representatives to the boards is 
an expensive exercise in the urban co-operative banks. 
Generally, the elections for the urban co-operative banks are 
conducted under the supervision of the District Collector. 
This increases the cost of election. Added to this, in certain 
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urban banks, tendencies of groupism in elections are causing 
damage to the spirit of objectives of co-operation. 
There are several court cases, which increase financial 
burden to the banks. The elections in these banks have to be 
examined critically to find solutions so as to economise the 
election expenses. 
PROBLEMS TO BE CONSIDERED BY THE STATE 
GOVERNMENT AND STATE CO-OPERATIVE BANKS 
1. Regional Imbalance 
One of the major problems of urban co-operative banks 
is the low coverage of population; the state-wise number of 
banks during 1999 was the highest (31.79) in Maharashtra, 
in Gujarat 17.6 percent, in Karnataka 15.44 percent, in 
Andhra Pradesh 7.08 percent, in Tamil Nadu 7.02, and in 
Rajasthan 2.07 percent. 
As on 30 June 2001 out of the total towns and cities of 
218 (as per 2001 census) only 25.23 percent of the towns 
were covered in the state of Rajasthan by the urban co-
operative banks. However, this percentage was the highest in 
Maharashtra, Gujarat, Kerala, and Tamil Nadu respectively 
and it was the lowest in the U.P., M.P., and Rajasthan. 
The state government should take effective steps to 
organise urban co-operative banks in the places where they 
have not organised. The Reserve Bank of India also gives 
necessary assistance to form the new banks in such areas. 
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2. Irregular Statutory Audit 
Timely statutory audit in urban co-operative banks is 
very crucial for their efficient management. But it was found 
that about 50 percent of the banks statutory audit was not 
completed in time, as a result of which the banks were 
failing in complying with the statutory requirements in 
submission of audited balance sheet and profit and loss 
accounts to RBI, this is, no doubt, a very serious lapse.'' The 
experience in this respect requires to be reviewed and the 
present audit arrangements modified. The system of 
statutory audit in commercial banks should be studied and 
adopted by the urban co-operative banks also. This will help 
to improve the operational efficiency. The panel of qualified 
auditors, for all the sates should be prepared on the lines of 
those prepared for commercial banks-
3. Absence of State Urban Co-operative Banks 
Presently the cheques and bills of urban co-operative 
banks are cleared through the State Co-operative Banks, 
which causes delay. Therefore, the urban banks cannot make 
the payments of their customers in time. Hence, there is a 
need for a separate State Urban Co-operative Bank. It is 
pertinent to mention here that the Madhav Das Committee 
had also considered the question of organisation of separate 
apex bank for the urban co-operative banks. 
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OTHER PROBLEMS 
1. Problems of Multiple Borrowing 
One of the major problems faced by the urban co-
operative banks is multiple borrowing. Since a number of 
co-operatives have a vested interest in continuing to be a 
member of more than one bank, may not always be for 
borrowing from them, but for some other considerations 
principally speaking, no person should be a member of more 
than one co-operative society having identical objectives. 
Multiple membership gives room for doubting his intention. 
In such circumstances a member can borrow from more than 
one bank. This would naturally result in his inability to 
repay the dues in time. There are a number of such examples 
where people borrow from more than one bank 
simultaneously without disclosing this fact to other banks. 
This happens in towns and cities where there are number of 
banks. There are banks whose membership is so large that it 
is difficult for the banks to find out the information about 
the borrowers. This happens because of the human nature of 
some of the individuals. They go on borrowing without 
earning for one's repaying capacity or lack of planning of 
their own economic activities. A remedy on this situation is 
a co-operation among the various co-operative banks to 
make the information of borrowers available to one another 
through a suitable institutional arrangement and media."* The 
association of urban co-operative banks can help the bank in 
this connection. 
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2. Other Problems 
There are several other problems also faced by the 
urban banks (except the scheduled urban banks). These 
banks are not allowed to accept the cheques, drafts and 
payslips of the government and semi-government bodies. 
The urban banks are neither allowed to collect the deposits 
from the trusts nor can they collect insurance premium on 
behalf of the Life Insurance Corporation of India. Likewise, 
the state electricity board has also not permitted the urban 
banks to collect the electricity bills. All these problems need 
to be considered by the RBI and the State Governments. 
PROBLEMS OF UCBS IN RAJASTHAN 
The following were the specific problems faced by the 
UCBs in Rajasthan. These problems can be broadly 
classified as structural, organisational (managerial), 
financial, physical, and others. 
STRUCTURAL PROBLEMS 
1. Limitations on Branch Expansion 
Out of 41 banks, 19 banks have branches while 22 of 
them have no branches. A large number of banks, which 
have no branches, have applied to the RBI for permission to 
open new branches in the area of their operation. Generally, 
the RBI gives permission to open the branches to the banks, 
if they fulfil the conditions of population, priority sector 
advances, and satisfactory recovery and having 'A' audit 
class. But RBI has neglected this demand even though some 
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UCBs of Rajasthan fulfil the criteria; hence the branch 
expansion programme of these banks was prolonged. 
2. Lack of Proper Borrowers 
The UCBs of Rajasthan have tried to provide maximum 
services to their members. However, in the case of few 
banks, it was found that there was a lack of proper 
borrowers. The RBI has laid down the conditions that loans 
provided must be productive and self-employment oriented. 
The banks whose membership is spread over the rural areas, 
it was difficult to find out the borrowers for productive 
investment purpose. 
MANAGERIAL PROBLEMS 
1. Competition from Nationalised and other Government 
Saving Schemes 
The commercial banks have been comparatively in a 
dominating position due to their long-standing, low rate of 
interest, long term credit, larger amount of loan to single 
party, etc. again, the commercial banks have no restrictions 
on the area of operations. 
Furthermore, they have adequate staff, skilled 
personnel, and provision for all types of banking facilities 
and wide publicity to attract the clients. Due to this UCBs 
have reduced to the subsidiary position in the field of credit. 
Also the government saving schemes, viz., Indira Vikas 
Patra, Kisan Vikas Patra, National Savings Certificate, UTI, 
Mutual Fund Scheme of nationalised banks etc. were 
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competing the UCBs. Most of the UCBs, especially Ajmer 
UCB Ltd. Ajmer have faced this problem due to a number of 
nationalised and private banks in Ajmer city. 
2. Problem of Staff Turnover 
One of the internal problems faced by the UCBs of 
Rajasthan was the problem of staff turnover. It was due to 
the following reasons: 
i) Better prospects in the other organisations 
ii) Low salary scales 
iii) Lack of job security 
In the case of maximum UCBs the staff turn over was 
due to better prospects, low salary scales and lack of job 
security in the urban co-operative banks in Rajasthan. 
3. Lack of Trained Personnel 
By and large manpower planning is being neglected in all 
the UCBs in Rajasthan; there was no plan indicating the 
manpower requirements, made in advance and no systematic 
training and development programmes formulated for their 
staff. Due to the financial burden and lack of interest shown 
by the management, the percentage of trained personnel in 
UCBs of the state was very poor. The bank should recognise 
that human research is the most productive and versatile 
resources. 
151 
4. Lack of Managerial Staff 
Due to the limited earnings and low salary there was 
lack of well-experienced managerial staff. Many UCBs could 
not obtain competent staff due to the above reasons. The 
experts were not available in the banks to study the 
borrowers financial position and help in their project 
reports. 
5. Complicated Loan Procedure 
The UCBs undertake two guarantors who are compelled 
to remain present at the execution of loan bond. Due to this 
condition the guarantors are not ready to stand as surety. 
FINANCIAL PROBLEMS 
1. Problem of Over Dues 
The UCBs in Rajasthan, especially the Lok Vikas UCB 
Ltd. has been facing the problem of overdue since the last 
few years, as a result of which the bank has been declared as 
a weak bank and later it had gone in to liquidation. In the 
initial period the bank was not having a permanent manager 
as well as recovery officers. 
2. Lack of Sufficient Loan Amount 
There was a gap between the credit demands and the 
credit sanctioned by the banks. It was observed in the survey 
that on an average 20 percent of the borrowers were getting 
insufficient loan amount froni their banks. Because of this 
situation, the members used to avail themselves of loans 
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from other sources such are moneylenders and private 
agencies. 
PHYSICAL AND OTHER PROBLEM 
1. Lack of Adequate Office Premises 
Every urban bank should be suitably located, keeping 
in view the demands of banking business. The Varde 
Committee has given stress on the location of the bank. A 
good building with modern arrangement for business 
activities, e.g., well ventilated banking hall, safe deposit 
vault, etc., will go a long way to enhance the prestige of the 
institution and promote confidence in its depositors. 
Out of the 41 , only 13 banks were having their own 
building, while the remaining 28 UCBs were functioning in 
rented premises, which were not suitable for the working of 
the banks. The adequate building and the location also affect 
the working of the banks. 
2. Lack of Value Addition and Technology Absorption 
The UCBs have paid very limited attention to value 
addition through technological means. The level of 
computerisation in UCBs is around 31 percent in India. This 
is why, on account of lack of technology, modernisation and 
upgradation, urban co-operative banks have not been in a 
position to take advantage of competitive market. 
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3. Weak Information & Planning Mechanism within the 
Urban Co-operative Banks 
There is a lack of planning, monitoring and evaluation 
mechanism within the UCBs. There is an absence of 
institutional planning at unit level. Similarly, the data and 
information base of the UCBs is poor. This creates 
difficulties in the proper visualisation of development needs. 
OTHER PROBLEMS 
The governance of the UCBs of Rajasthan is influenced 
and constrained by the vested interest of its board members 
who influenced the decision of loans and advances 
distribution and investment decisions. There is an excessive 
interference of the state Government in the day-to-day 
functioning of the banks. This also jeopardise the banking 
services of the UCBs. 
PROSPECTS 
In spite of the above difficulties, the urban cooperative 
banks have certain strength that the public and private sector 
commercial banks lack. They are small-sized banks many of 
them have one or two branches. They have a thorough 
knowledge of their area of operation as well as of members 
whom they sanction loans. Their overheads and cost of 
operations are much less than that of the commercial banks. 
On account of local feel their quality of lending and 
consequently recovery percentage is much better. With these 
strengths, if the small urban co-operative banks can address 
154 
themselves to the task of removing their weaknesses and 
position themselves to take maximum advantage of the 
opportunities that are being presented before them, there is 
no reason why they cannot ward off all the threats that they 
may face and have an impressive growth. 
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CONCLUSION AND SUGGESTIONS 
In the banking sector of the Indian economy the urban 
co-operative banks occupy strategic position and have 
played a vital role not only in meeting the consumption 
requirement of lower-income group of men but also 
increasing the industrial production and strengthening the 
base of infra-structure facility in urban and semi-urban 
areas by providing the basic key inputs. The urban co-
operative banks are basically institution of such persons 
belonging to the lower class by the persons of the lower 
class and for the persons of the lower class. Urban co-
operative banks were set-up with the avowed objective of 
promoting sustainable banking practices amongst a 
relatively specific target clientele viz., the middle income 
strata of the urban population. The UCBs were brought 
under the regulatory ambit of the Banking Regulation Act 
1949 effective from March 1, 1966. At the end of June 
2000, 2084 PCBs were functioning in the country with 
3768 branches outlets including 91 salary earners ' banks 
117 Mahila Banks and 51 schedule urban co-operative 
banks spread all over the country. Their total deposits 
aggregated to Rs. 71703 crore and outstanding loans 
accounted for Rs. 45,857 crore with working capital of Rs. 
91,458 crore. Their priority sector deployment is around 63 
percent and operational efficiency was 84%. The NPA 
levels were at 11 percent of their aggregate advances and 
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there are 242 weak banks. The level of computerisation is 
around 31 percent. 
It has been revealed by the fact that the performance 
of urban co-operative banking sector as a whole has 
attracted considerable attention in the recent years 
specially in the context of on going phase of financial 
sector reforms compared to their rural counter parts . The 
primary (urban) co-operative bank (PCBs), which operate 
in the semi-urban and urban areas, have posted better 
performance. Though, by and large the performance of 
urban banking system appears to be fairly well with that of 
the schedule commercial banks in few matters, i.e., in 
recovery of loans customers ' services etc. 
Urban co-operative banks, which are not included in 
the second schedule of RBI has faced several problems. 
Non-schedule UCBs are not eligible for refinance and 
remittance facilities scheme of the RBI. These banks are 
not in a position to accept deposits from local bodies, 
quasi-government organisations and religious and 
charitable insti tutions. These banks can not issue 
guarantees to state and central government departments in 
favour of their clients. It cannot issue cheques/pay orders 
for the settlement of dues of the client of the bank in 
favour of public sector organisation. 
In the case of urban co-operative banks, the financial 
sector reforms have thrown up a lot of challenges besides 
giving them excellent opportunities for growth. Accent on 
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t ransparency, both in accounting and in operation, capital 
adequacy and provisioning norms, freeing of interest rate 
etc. , have forced all the public sector banks to shift their 
priori t ies and lay more emphasis on the profitability, 
efficiency, customer service, organisational restructuring, 
employee productivity etc. In these stage urban banks has 
faced stiff competition from nationalised banks, 
commercial banks, foreign banks, private banks, private 
financing agencies and moneylenders. Those who are 
standing on the same platform where urban banks were 
operating their business in the new liberal economic policy 
of central government and RBI, the UCBs have lost many 
privileges and concessions that they enjoy in the past. 
Hence, in future they have to compete on their own 
strength. Their future depends upon their capability to 
provide better services in terms of variety, quality and 
cost. 
The urban co-operative banking movement in India, 
which had its origin in the year 1889, has shown 
significant progress. The growth of the movement is 
marked by three landmarks, first is the extension of 
Banking Regulation Act 1949 to the co-operative banks in 
March 1, 1966, second is the appointment of the committee 
of urban co-operative banks, i.e., (Madhavdas Committee 
in 1974) and third is the appointment of High Power 
Committee on urban cooperative banks. The extension of 
BRA paved the way for the healthy growth of the 
158 
movement bringing about the financial discipline and 
control. 
The inclusion of urban co-operative bank in the 
second schedule of RBI Act, 1934 on 18^^ August 1988 was 
regarded as the date of red-letter day in the history of 
urban co-operative banking movement. 
The beginning of the urban co-operative credit 
societies movement in Rajasthan was made in 1919 with 
the establishment of Ajmer Credit Societies and Annual X-
Mas Co-operative Society in Ajmer-Marwara for the year 
ending June 1920. However, the first UCB was established 
on 15^^ April 1959, named as the Urban Co-operative Bank 
Ltd, Jaipur. A decade ago, there were 12 urban co-
operative banks and 3-salary earner ' s societ ies, since then 
rapid changes have taken place. At the end of June 2001 , 
number of UCBs including salary earner's societies rose to 
41 including 6 Mahila urban co-operative banks. If we 
study the growth of UCBs in Rajasthan in respect of the 
number of banks, owned capital, deposits, loan outstanding 
and working etc. , it will be seen that the progress of urban 
co-operative banks in the state is not praise-worthy as 
compared to other states like Maharashtra, Gujarat, 
Karnataka, and Tamil Nadu. However, there is imbalance 
in the development of urban banks in the country as well 
as in Rajasthan. 
If the present trend of growth is improved by the 
UCBs, one can expect that the weaker sections of the 
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people, who are their main clientele, will be benefited 
much. Thus, the banks are poised to play an important and 
effective role in achieving the objectives of economic 
plan. 
The various services provided by the urban co-
operative banks are to attract deposits from members as 
well as non-members, to advance loans to members as well 
as non-members, to act as an agent for the joint purchase 
of domestic and other requirement of the customers to 
undertake collection of bil ls , accepted or endorsed by the 
customers to provide other facilities as provided by the 
commercial banks. But a large number of UCBs render 
only a few of the services. None of these banks offer 
services like non-residential account operation, trade 
introduction, arranging of investments, and execution of 
trustee services. Some of these services require technical 
know-how and, therefore, experienced persons in that field 
must be hired. Moreover, the volume of transactions may 
not be sufficient to cover the large overhead charges. 
Therefore, the urban banks by their nature cannot offer 
such services. Thus, it is seen that the range of services 
rendered by the urban co-operative banks is limited and it 
reduces their capacity to compete with the commercial 
banks. 
Bank has integrated the components of marketing into 
its operation since 1950s when it introduced itself to its 
customer through advertisement. Later on banks started 
expanding their area of operation by opening more 
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branches during 1970s, which is known as market 
development and market penetration. During 1980s banks 
developed different kind of ancillary services, which is 
known as the product development. In 1990s the scenario 
of banking business has totally changed in order to bring 
efficiency, accountabili ty and high degree of customer 
services. The adapting of marketing strategy gives the 
bank a competitive edge over its competitors and also 
forces them to think for future. A good marketing of 
banking service is the proper combination of six 
ingredients in the background of business environments 
and organisational objectives. The six mix of marketing 
are used to attract more and more customers. These mixes 
(techniques) are product, price, place, promotion, people 
and procedures. 
The urban banks in Rajasthan in general have not 
used effectively any of the six techniques outlined above. 
In fact, a proper mix of the above techniques would have 
yielded better results. The main reason for the failure of 
urban banks in this respect is the absence of plans. None of 
the banks has any plan for the deposit mobilisation. In the 
absence of plans, the banks have not set any goals or target 
for the deposit mobilisation. Consequently, they do not 
feel the necessity for any of the above techniques. They 
were largely satisfied with the deposits that were made to 
the banks out of the individual efforts of the customers. In 
other words, the banks were satisfied with their limited 
operation. In a highly competitive field of banking, this 
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approach may ultimately land the urban banks in 
stagnation and in the long run, the banks may face various 
problems. 
Therefore, it is suggested that the urban banks initiate 
steps to prepare both short-term and long-term plans for 
the deposit mobilisation. Such an exercise should be on a 
rational basis taking into account the local environment, 
past achievements, the potentiali t ies of the locality, the 
experience, expertise and willing cooperation of the staff, 
the competition from the commercial banks, and the cost of 
such operations. 
Our analysis reveals that the UCBs in Rajasthan have 
lagged much behind in the field of deposit mobilisation as 
compared to the all India level. They are supposed to 
strengthen their position by mobilising more deposits . In 
respect of deposit mobilisation in small towns, which have 
the status of Municipality, is analysed. It reveals that the 
UCBs in Rajasthan have established more offices in big 
cities like Jaipur, Jodhpur, Udaipur, and Kota. Urban Co-
operative Banks of these cities are able to mobilise 
adequate deposits as compared to other towns. However, 
the credit-deposit ratio in these big cities is yet low. It is 
because of high borrowing rate and hesitation among the 
UCBs to provide loans and search for more and more 
secured field for the loans and advances. 
It also indicates that the deposits of the state in 
comparison to other well-developed states of the country 
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are rather small. The district-wise analysis of the data 
shows that the percentage distribution of deposits was 
much higher as compared to the percentage distribution of 
the population in these districts. In other districts although 
the percentage distribution of population was quite high, 
but the percentage distribution of deposits was quite low. 
It is seen that the activities of UCBs in the state is 
quite high in the developed districts and it is confined to a 
few bigger towns only. There are seven districts where 
there are no UCBs, nor they have any office at all. It, 
therefore seems that the development of UCBs in the state 
was totally inadequate and imbalance. 
In a nutshell it can be concluded that as compared to 
the all India level, bank-wise and branch-wise deposits in 
Rajasthan is quite low but the growth rate of deposits is 
high as compared to the previous year. This indicates the 
variation in the trend of deposit mobilisation. Yet, it lags 
behind some of the developed states. It has also been 
observed that the inter-distr icts ' disparity still exists, 
which can be reduced by opening more branches. 
In addition, there is not much difference between the 
problems of urban co-operative banks of Rajasthan and 
those of the urban co-operative banks of other states. 
However, there were some differences between the 
problems of UCBs faced in Rajasthan and those of the 
other states. The following were the specific problems 
faced by the UCBs in Rajasthan. These can be broadly 
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classified as structural, organisational or managerial , 
financial, physical, and others. 
The UCBs in Rajasthan have tried to provide 
maximum services to their members as well as to the non-
members. However, in the case of few banks, it was 
difficult to find a proper borrower who can utilise the 
/ loans for the productive purposes and self-employment. 
These banks whose members are spread over some of the 
urban or rural areas, it was difficult to find the borrowers 
who may utilise the loans for the productive investment 
purposes. 
Also, these banks were facing some of the physical 
problems such as lack of adequate office premises and the 
location. Again, they were facing the problem of staff 
turnover. It was due to the low salary scales for them and 
better prospects available elsewhere in other fields. 
Thus, due to their limited earnings and low salary 
there was a lack of well experienced managerial staff 
members, as a result of which most of these UCBs could 
not find competent people for their organisations. 
SUGGESTIONS 
,0n the basis of the study made so far it appears that 
the growth of such UCBs on the whole has been 
satisfactory to certain extent. However, in Rajasthan, the 
growth of UCBs, services provided and their marketing 
strategies have not been satisfactory, though there were 
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imbalance in the various factors. J h e working of UCBs in 
the metropolitan, urban and semi-urban areas is not the 
ultimate goal. It is only the viabili ty, which should be 
judged on the basis of deposits, is much more significant. 
It is therefore, essential that the UCBs should take special 
measures for the mobilisation of deposits in rural and 
semi-urban areas. In addition, the UCBs are required to 
take more initiative to publicity, door-to-door campaign, 
extension programme, and attractive schemes for collecting 
the savings of small entrepreneurs, small art isans, 
businessman, factory workers, salaried class as well as 
other self-employed persons. It is, therefore, quite 
essential to dispense credit among such people by the 
UCBs even in the beginning. This will help in the 
development of saving habits among these people in rural 
and semi-urban areas. It is also essential to popularise the 
deposits schemes in rural and semi-urban areas among the 
poor and middle-class people. The primary consideration 
of banks should not be credit-worthiness of the party, but 
rather it should be the attractive schemes and the security 
offered by them. The UCBs should also increase their 
credit deposit ratio in their field of operation^ 
In order to fasten the economic development of small 
entrepreneur, businessman, factory workers, salary earners, 
self-employed persons, and other middle and backward 
class of the society, the banking approach should be 
realist ic so that the banks may work on sound footing. 
The following suggestions are offered in this regard: 
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1. According to the time service "Mobile Service" is 
quite important, but not a single branch of UCBs in 
Rajasthan is providing this type of service. So, the 
UCBs should start this service, which is very useful 
in attracting customers. 
2. The UCBs in Rajasthan do not provide the special 
deposits schemes like Urban Surakasha Deposit, 
Dhanvarsha, Shishu Kosh; Shubhamangal deposits 
schemes etc., which are very useful for the lower 
income group. So these types of schemes should be 
provided by the UCBs in Rajasthan. 
3. "Evening counter" is one of the important needs of 
the human being, which should be provided by all the 
branches of UCBs. 
4. Extension counter service is also an important 
service, which should be provided by all banks. 
5. Education and marriage are the social basic needs of a 
man and, therefore, all the branches, which are 
lacking in Rajasthan, must also launch such deposit 
schemes. 
6. Consultancy service is also one of the most important 
services, so this should be started. 
7. "Unsecured advances" should also be made available 
by all the banks, which may prove to be helpful to the 
people of the lower income group. 
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8. "Customer's Day" which is on 15 of every month, 
should be taken seriously and observed by all the 
banks. 
9. The nature of the bank employees should be helpful 
and pleasing and that they should be courteous in 
trying to promote the services being rendered by 
them. 
10. The initial consideration should be given to the rural 
areas while opening the branches. 
11. There is a scope for the UCBs in uncovered districts 
and a large number of towns in Rajasthan. At present, 
there are seven districts and 163 towns, which do not 
have urban co-operative steps. Consequently, efforts 
should be taken by the leading UCBs and the leaders 
in these areas to organise UCB in uncovered areas. 
12. Promotion of services is a major tool for informing, 
educating and communicating with customers. The 
urban cooperative banks in Rajasthan have not 
util ised an effective advertisement or publicity for 
the deposit mobilisation and other banking services. 
The UCBs in Rajasthan also have no plan or provision 
for the promotional tools. Steps should, therefore, be 
taken to plan and make necessary provisions for the 
promotional tools. 
13. In a competitive age, customer demand is for faster 
service and less cumbersome procedures. So, those 
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banks which take less time in delivering services to 
customers, command a competitive edge over others. 
This lead-time, which is consumed in processing, can 
be curtailed by simplifying the existing procedures 
and by the use of modern technology. So, the UCB, 
should take steps for 100 percent computerisation of 
banking services in the state. 
14. In modern age the main necessity is to provide 
security and facility, and the credit cards and 
travellers cheques mainly fulfil this necessity, which 
provides security. But the UCBs in Rajasthan do not 
provide these services and if started, these will be of 
great help to the public. 
15. The UCBs should also start the ATM services to 
compete with the public and private sectors. 
16. There should be an apex bank for the urban co-
operative banks to take care of urban banks. 
17. There should be uniformity in the presentation of 
annual reports of the banks. The annual reports 
should give at least 5 years progress report in respect 
of membership, paid-up share capital, deposits , loans 
over dues, profit and loss, audit class etc. This will 
enable the members as well as the general public to 
know the working of these banks. 
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18. The UCBs can undertake the skill formation training 
programmes with the help of government and semi-
government bodies for the self-employed people. 
19. Taking into the consideration the volume of deposits , 
members, and loan disbursement, the UCBs can divide 
their work into sub-sections headed by the sectional 
head and the member of the board of directors. The 
committees such as loan, administration, planning and 
development, audit and inspection should be 
appointed. These sections can help to speed up the 
working of these banks. 
20. The failure of Madhavpura Mercantile co-operative 
bank Ltd., Ahmedabad and Krushi urban co-operative 
bank Ltd., Hyderabad has affected the overall 
performance and growth of UCBs. It also created 
insecurity among the people and potential depositors. 
Depositors do not want to take risk to invest in the 
UCBs. 
So, insurance of bank deposit which is intended to 
give a measure of protection to the depositors, particularly 
the small depositors, from the risk of loss of their deposits 
arising from bank failures. Such a protection, by infusing 
confidence in the minds of the people, assists in 
developing the banking habit of the community and 
generally contributes to the stability and orderly growth of 
the banking system. The introduction of a deposit 
insurance scheme under the deposit Insurance Corporation 
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Act, 1961 in the wake of certain bank failure was thus a 
significant development in the banking field. The deposit 
insurance and credit guarantee corporation was established 
on 1^ * January 1962. 
Initially all the commercial banks including the 
regional rural were registered as insured banks. Every 
depositor of an insured bank, which goes into l iquidation, 
is entitled to receive from the corporation repayment of his 
deposits in all the branches of that bank held by him, in 
the same capacity and right, up to a maximum limit 
(ceiling) prescribed from time to time. The present ceiling 
is Rs. 30,000. The insured banks have to pay premium to 
the corporation. Premium is at the rate of 4 paise per 
annum for every Rs. 100/- of the total amount of deposits 
covered by the scheme of Insurance. Deposits with the 
cooperative banks including urban cooperative banks have 
also been brought within the scope of the deposit insurance 
scheme. 
21 . The UCBs should start services, like trade 
introduction, credit information arranging of 
investments, which pave the way for self-employment 
and help the economic development of the state. The 
UCBs should also hire technical know-how and 
experienced persons to regulate the service of 
investment arranging and trade introduction. 
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SUGGESTIONS FOR CUSTOMER SERVICES 
The success of the urban banks in deposit 
mobil isation mainly depends on the better customer 
services. The urban banks can improve their quality of 
services by the following practices: 
• Speedy encashment of cheque. 
• Prior notice of data of maturity of fixed deposits. 
• Automatic renewals of fixed deposits on maturity. 
• Automatic payment of interest for the period between 
the dates of maturity of the date of withdrawal. 
• Conduct training of employees to improve services. 
• Constituting the customer service committee. 
CUSTOMER SERVICE COMMITTEE 
Constituting the customer service committee 
consisting of the bank secretary, employees and 
representative of customers for the periodical evaluation of 
the services rendered and for effective implementation of 
improvement practices. 
In fact, the committee can discuss any topic, which 
has a bearing on the quality of service. The following 
items merit special consideration by the committee so that 
the discussions prove more fruitful. 
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1. Maintenance of Premises 
The position regarding the general cleanliness and 
proper maintenance of the office furniture and premises 
needs to be periodically reviewed. The points which should 
receive particular attention are the condition of the 
furniture and counters, white/colour washing of the 
premises, curtains were provided and electric wiring (loose 
and hanging wiring not only give a shabby look but is a 
fire hazard). 
2. Customer Guidance 
Under this head, the committee may consider the 
following: 
a) Enquiry counter: while a large and medium size 
bank should have an independent enquiry counter, 
bank may combine this work with some other desk. 
What is essential is that the clear details for this 
should be knowledgeable and polite. The working of 
this counter needs constant watch. As a matter of 
fact, the enquiry clerk, being in direct touch with the 
visit ing public may have important feedback to 
convey and as such may be occasionally invited to the 
committee meetings. 
b) Name plates of employees and Indicator Boards both 
in English as well as in the regional language should 
be provided. One or two committee members may be 
requested to keep a watch on the proper display of the 
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above who should also ensure that these are being 
regularly cleaned and polished. 
c) Publicity Material: Adequate publicity material 
should be displayed at the enquiry counter and/or at 
any other convenient place. Someone may be made 
responsible to ensure that this is being done. Old 
shabby business posters and calendars should be 
removed and the current ones displayed in 
glass/wooden frames. 
3. Amenities for Constituents 
The committee should keep a close watch on the 
provisions of amenities for consti tuents, which include 
arrangements for drinking water, chairs, benches, and fans 
in the public space, a table and pen/ball pen for writ ing, a 
cycle stand and prompt availabili ty of account opening 
forms and application forms for draft issue, pay-in-sl ips, 
etc. As regards vouchers, what is essential is that these are 
kept properly arranged and are not allowed to get jumbled 
up? As a rule, members of the committee may oversee the 
arrangements on a regular basis. 
4. Working of Cash Department 
The working of cash department, particularly of seats 
which concern public such as receipts, payments and 
exchange counter, should be reviewed on an ongoing basis . 
On certain occasions, some counters get heavy rush of 
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work, the committee may consider the remedial steps to 
avoid inconvenience to the public on such occasions. 
5. Meaning of Counters 
(a) While all members of the staff are expected to render 
customer service, those on the counters, which is the 
first meeting places of constituents with the Bank-
staff have special role to play, rather it is they who 
project the Bank's image. All individuals do not 
possess the same temperament, so only those members 
of the staff who are willing, extrovert in nature and 
possess the cheerful disposition, the selection of such 
persons should be made at the counters on an on-
going basis in the meetings. 
(b) The start of the work in the meeting is sometimes 
delayed due to the time taken in making relief 
arrangements for the counters. This delay must be let 
down. It is for the committee members to review the 
position and if any delay is noticed, to discuss how 
the situation could be set right. Some of the methods, 
which may be considered are, to insist on punctual 
at tendance, organic leave in a planned and phased 
manner and ask the employees to send intimation, 
well in time, when they are to go on sudden leave due 
to emergent reasons. 
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6. Seating Arrangement 
Out seating plan should be functional, which may 
make smooth flow papers. The committee may periodically 
review the seating arrangement available at the bank. 
7. Complaints 
Complaints, which may be written or oral need to be 
studied in-depth and remedial steps devised to avoid their 
recurrence. Staff members may be encouraged to narrate in 
the committee meetings complaints made to them or the 
difficulties faced by the public. 
8. Verbal or Written Suggestions 
Suggestions, verbal or written received during the 
month should be seriously considered with a view to 
improving the efficiency and coming up to expectations of 
the consti tuents. 
9. Statement of Accounts and Debit/Credit Advices 
The position prevailing at the branch in respect of 
these two highly sensitive areas merits constant review. 
Any complaint reviewed from a constituent regarding 
delayed/ non-receipt of the statement/advice must be 
thoroughly gone into. 
10. Punctuality and Courtesy 
The committee may examine on an ongoing basis 
whether all concerned observing punctuality in attending 
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to their assigned jobs and are providing uninterrupted 
service to the constituents during business hours. Instances 
of indifferent or rude behaviour, if brought to the notice of 
the committee on the part of the members of staff should 
be thoroughly gone into. The matter should be objectively 
discussed and remedial measures suggested. 
10. Complaint-Cum-Suggestion Box 
Complaint may be received through suggestion box. 
As such complaint-cum-suggestion box must be opened 
daily and if complaint received, it should be entered into 
the complaint register, and if not, then entered NIL and the 
initials should be put in the register. The complaint 
received in the complaint/suggestion box or through the 
day must be immediately acknowledged on the same day 
and final reply sent to the complaint within a maximum 
period of 5 days from the date of receipt of complaint. 
NEED FOR FURTHER RESEARCH: 
Some of the operational research in the urban co-
operative banks should be undertaken. The areas of further 
research shall be as under: 
1. Post-utilisation studies of loans. 
2. Requirements of security and assessment of credit 
needs. 
3. Causes of overdues. 
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4. Customer-employee relations with special reference 
to customers' services. 
5. Political interference and political influence on 
lending and recovery. 
These research activities can be undertaken by the 
banks themselves or by the research institutes engaged in 
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A P P E N D I X ! 
Q U E S T I O N N A I R E 
(For banks) 
Name of the Bank: 
Name of the Employee: 
Designation: 





d) Trade introduction 
e) Credit information 
f) Consultancy service 
g) Arranging investment 
h) A.T.M. 
2. In case of deposits which of the following services 
are provided by your bank. 
a) current deposits 
b) Saving deposits 
c) Educational deposits 
d) Multifact deposits 
e) Short term deposits 
f) Marriage deposits 
g) Shishu Kosh 
h) Yearly deposit 
3. For which purpose your bank provides loans, 
a) Business & Profession 
VI 
b) Small scale industry 
c) Professional & self employment 
d) Small transport 
e) Retail trade 
f) Wholesale 
g) Agricultural and allied activities 
h) Education 
i) Housing construction, repairs 
j ) Domestic consumption 
k) For repayment of loans 
4. Besides, the above mentioned services, does your 
bank provide any other services? 
Yes/No 
5. Do you make any change in the old services according 
to the need of time 
Yes/No 
6. What is the factor relating to price determination by 
you? 
a) Priced based on cost 
b) Price according to market 
7. Is the price of the service being given by you regulated 
by the government or any other organisation ? 
Yes/No 
8. If yes then name of the organisation. 
9. When the price of product is determined, various 
factors as cost, market, customer is kept in mind. Is 
the same in the case as price determination of 
services by your bank. 
VII 
Yes/No 
10. Is there a business time and non-business time in your 
service as, in the case of telephone service where 
there is a difference in the rate during day and night? 
Yes/No 
11. If yes then how is the price determined? 
12. Do you use any method for the growth of services in 
market? 
Yes/No 
13. If yes, then which of the following are used: 
a) advertisement 
b) Personal sale 
c) Publicity 
14. Do you take the help of advertisements? 
Yes/No 
15. How much is spent on advertisement ? 
16. Do you use pamplets for the publicity of services. 
Yes/No 
17. In the distribution of services, place is an important 
factor, how do you determine this. 
a) Customers facility 
b) Own facility 
c) Cost 
d) Others 
18. Are you independent to take decision regarding the 
place determination. 
Yes/No 
19. If no, who takes this decision. 
20. What is the base of place determination. 
VIII 
21 . Do you take the help of mediators in the distribution 
of services 
Yes/No 
22. Does the RBI take care of customers when it grants 
the registration regarding place? 
Yes/No 
23. What steps have you taken to control the behaviour of 
the employees? 
24. Is educational qualification given importance in the 
services? 
Yes/No 
25. Is any training provided by your bank? 
Yes/No 
26. If yes, how much time and what is the time period? 
27. If you train your staff outside the bank. Please give 
the names of the following organisations, where you 
trained your employees so far. 
a) Cooperative training 
b) Co-operative training college 
c) College of banking. 
28. Do you face the problem of staff turn over? 
Yes/No 
29. If yes, what are the reasons? 
a) Staff is not satisfied with the present salary. 
b) Fear of termination. 
c) Better prospects. 
d) Others 
IX 
30. Do you face any problems while financing the 
customers? 
Yes/No 
31 . If yes, what are the problems. 
a) Lack of sufficient property mortgage 
b) Lack of guarantors 
c) Unsatisfactory past record 
d) Weak repaying capacity 
e) Lack of business skill 
f) Lack of proper documents 
g) Instability of job/business 
h) Lack of proper identification 
i) others 
32. On what basis and by what method do you receive 
information about your customers? 
33. Do you have any plan for the development of 
entrepreneur ship. 
Yes/No 
34. Has the bank helped for any social welfare activities 
so far? 
Yes/No 
35. If yes, give particulars 
36. Are you introducing computer in your bank? 
37. What are the problems faced by your bank? 
a) Bank does not have its building. 
b) Lack of adequate staff and skill 
c) Irregular repayment of loans 
Yes/No 
X 
d) Lack of proper co-operation from the co-
operative department 
e) Lack of co-operation of RBI 
f) Competition from Nationalised Banks 
g) Overdues 
h) Any other difficulties 
38. What are your plans in the future? 
XI 
APPENDIX-II 
Districtwise Distribution of Towns 
Urban Cooperative Banks Working in Rajasthan 
(As on 30 June, 2001) 






























































































































































































































































































































































































































































































































































































































































































































































Municipal Corporation (Statutory Towns) 
Municipal Council (Statutory Towns) 
Municipality (Statutory Towns Census towns of 1991 
Census which will be continued in the 2001 Census. 
New places/Village which qualify to be treated as town for 
the 
Source: RBI, Jaipur (Unpublished)# 
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APPENDIX-III 
Urban Co-operative Banks in Rajasthan 
























2 1 . 
22 . 
Unit Bank 
Alwar UCB Ltd., Alwar 
Beawar UCB Ltd., Beawar 
Bha ra tpu r UCB Ltd., 
Bha ra tpu r 
Bhilwara, Mahila UCB Ltd., 
Bhilwara 
Bundi UCB Ltd., Bundi 
C h u m Zila UCB Ltd., 
Sadu lpur 
Dausa , UCB Ltd., Dausa 
Dholpur UCB Ltd., Dholpur 
Jha l aw ar NSB Ltd., 
J ha l aw ar 
Kota Mahila NSB Ltd., Kota 
Lok Vikas UCB Ltd., J a i p u r 
Rajputana Mahila UCB 
Ltd., J a i p u r 
Rajlaxmi UCB Ltd., J a i p u r 




J o d h p u r 
Sterling UCB Ltd., J a i p u r 
S. Madhopur UCB Ltd., S. 
Madhopur 
S.Ganganagar UCB Ltd., S. 
Ganganagar 
Vaishali UCB Ltd., J a i p u r 
S u m e r p u r U C B Ltd., 
Sumerpu r 

























Ajmer UCB, Ltd., Amer 
Balotra UCB Ltd., Balotra 
Baran NSB Ltd. Baran 
Bhilwara UCB Ltd., 
Bhilwara 
Jalore NSB Ltd., Ja lore 
J o d h p u r NSB Ltd., 
J o d h p u r 
Kota NSB Ltd., Kota 
Madhav NSB Ltd., Sirohi 
Nagaur UCB Ltd., Nagaur 
PaU, UCB Ltd., Pali 
Rajasmand UCB Ltd., 
Rajasmand 
Rajasthan UCB Ltd., 
J a i p u r 
Rly. Employees 
Cooperative Bank Ltd., 
J a i p u r 
Sikar UCB Ltd., Sikar 
UCB Ltd., J a i p u r 
Udaipur Mahila UCB Ltd., 
Udaipur 
Udaipur M. Smridhi, UCB 
Ltd., Udaipur 
Udaipur UCB Ltd., 
Udaipur 
Integral UCB Ltd., J a i p u r 
Bran-




















Source: RBI ,Jaipur. 
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APPENDIX-IV 
Statewise Financial Indicators of Urban 
Co-operative Banks 
As on 30 June, 2000 










































































































































































































































































































Source: 2 5 ^ Annual Report, 2 0 0 1 - 2 0 0 2 , NAFCUB, New Delhi. 
